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EYRE AND SPOTTISWOODE LIMITED 
9 East Harding Street, Fleet Street, London, E.C.4 


A detail of delight— 


Tz choice of a good Lining is simplified by “COURTINE” 
LININGS, a standard range backed by the reputation of 
Courtaulds. Each quality, a and colour is gua 


ranteed— 
against fa , discoloration. Your Tailor can 
&  COURTINE that will make your Hore 
evening dress or overcoat a source cf lasting pride and pleasure. 
your Tailor to use only 


If any difficult 
shisining "COUR: 
LININGS, 
write to the Manu- 
facturers: Cour- 
taulds, Bog is St. 
artin’s le - Grand, 

London, E.C.1. 
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BLADES, EAST & BLADES, Ltd. 


Established 1821. 
CITY OFFICES : WORKS: 


17 ABCHURCH LANE, LEONARD ST., FINSBURY, 
LONDON, E.C. LONDON, E.C. 


Telephones : Mansion House 9681 (5 lines). Telephones : Clerkenwell 3636, 3637, 3638. 
Telegrams : “ Identical, London.” 


BANKERS’ CHEQUE PRINTERS. 


BANK NOTES, BONDS, BANKERS’ PROTECTIVE CHEQUES, 
CERTIFICATES, POSTAGE AND REVENUE STAMPS, 
ENGRAVERS AND FINE ART PRINTERS. 
COMPANY PROSPECTUSES. 


WHOLESALE AND EXPORT MANUFACTURING STATIONERS, LITHOGRAPHERS, 
PRINTERS, ACCOUNT BOOK MAKERS, AND SEAL ENGRAVERS. 


PHOTOGRAVURE AND COLOUR PRINTING. 


PUBLIC COMPANY WORK, INCLUDING INSURANCE COMPANIES, 
BANKS, ETC., A SPECIALITY. 
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Australian Bank of Commerce, Limited 


INCORPORATED IN NEW SOUTH WALES. 


Authorised Capital - - - £5,000,000 
Capital Subscribed and Paid Up - £2,208,000 
Reserve Fund - - - - £1,086,880 
Aggregate Assets 30/6/29 - - £19,980,768 


DIRECTORS : 


SIR MARK SHELDON, K.B.E., Chairman. H. R. LYSAGHT, O.B.E. 
FRANK N. YARWOOD. JAMES KELL. 
LIEUT.-COL. THOMAS L. F. RUTLEDGE. GEORGE J. SLY, LL.D. 
GENERAL MANAGER : 
C. M. C. SHANNON. 


LONDON BRANCH DIRECTORS : 


A. DODDS FAIRBAIRN. ALFRED SHEPHERD. 
JAMES TUKE., 


HEAD OFFICE: SYDNEY, NEW SOUTH WALES. Georce H. Howe t, Manager, with 
153 Branches and Agencies in New South Wal:s. 

BRISBANE OFFICE. G. E. A.exanper, Manag, with 25 Branches and Agencies 
in Queensland. 

MELBOURNE OFFICE: 325 Collins Street. M. Burton Finney, Manager. 

ADELAIDE OFFICE: 35 Rundle Street. R. T. Moonie, Manager. 

PERTH OFFICE: 73 St. George’s Terrace. A.C. Dispin, Manager, with two branches. 

LONDON OFFICE: 62 Bishopsgate, E.C.2. Arruur F. Jenxins, Manager. 

The London Office is prepared to transact every description of Banking Business. 
For the convenience of its Customers the Bank has special arrangements, where not directly represented, 


with other Bankers, throughout Australasia, New Zealand, the United Kingdom, the Far East and 
elsewhere, whereby it is able to carry out all requirements with promptitude and to best advantage. 
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The Evolution of Roumania’s 





great agricultural producers, the merchants and the industrialists. But their sphere 

of activity was greatly enlarged after the war. First, in answer to a greater national 
interest as the new provinces were incorporated, the Roumanian Banks participated in 
the efforts to nationalize the various industrial enterprises which had formerly been 
possessed by the enemy. Then they extended credit even to private people for supplies 
of foodstuffs and other strict necessary articles destroyed during and on account of the 
war. The banks also started speculating on the Stock Exchange; this lasted for a short 
period of time only, however, as the managers of these great institutions of credit realized, 
very soon, the dangers of such speculations in time of currency instability. 


I: Roumania, before the war, the larger banks had a mission—the financing of the 


Simultaneous with the growth in this sphere of activity the banks suffered a severe 
loss—a large landowner, one of their most valuable clients, lost as a result of the agrarian 
reform, when he was suppressed. The smaller agricultural producers, who took his place, 
were not and are not the clients of the larger banks, as they are, as far as possible, supplied 
with money by the six thousand popular banks of Greater Roumania. 


Lately, the greater banks have commenced to help agriculture, not by directly financing 
the agriculturalists, but by according considerable credits to merchants and exporters 
of grain. Large credits have also been granted to the ‘‘ Central’’ of the co-operative 
societies, who use large sums of money in helping the small producers with seeds and 
tools, in the territories where the harvest has been bad. 


An attentive observer may ascertain from the balance-sheets of Roumania’s greater 
banks a very interesting evolution during the last ten years. The capital of the banks 
has sensibly grown until it has reached the level of the depreciated leu. Their discount 
operations have also grown in like proportion. Only at the end of last year the discounts 
of the banks showed a slight decrease on account of the economic crisis on the market 
brought by reduced agricultural productiou. 


The investments of the banks and their participation in various business have also 
grown; especially during 1910 to 1922 the banks undertook a great number of industrial 
enterprises of every kind. The rush produced an over-inflation of the quotations of shares 
and brought acute competition in the establishing of joint-stock companies. Fortunately 
this state of affairs existed only for a short period of time and the losses were suffered 
mostly by private people. From 1923 on, the banks resumed their pre-war functions and 
became once more the real financial source of commerce. 


To summarize a study of Roumania’s larger banks’ evolution would lead to the 
following conclusions : 


It would show that in 1913 there were about two hundred banks with a capital much 
superior to that of the thousand banks in 1923. 


It would show that the growth of the number of banks was continuous after the end 
of the war, excepting for a small interruption during the panic of 1922. The capitals of 
these institutions, when calculated in gold, instead of growing proportionally, decreased 
by half immediately after the war on account of the currency depreciation. The continuous 
creation of new banks re-established the gold value oi these capitals in 1919, as they were 
in 1914, when a new depreciation of the leu reduced them to the too million pre-war 
gold lei. In 1928, the capital of the banks again reached 300 million gold lei as before 
the war. 


_ _A policy of rationalizing the medium-sized and smaller banks is now absolutely 
indispensable, and even the greater banks must make the greatest effort to enable them 
to face any possible event. 


The old liquid operations must go by right to the specialized credit institutions 
which serve to procure funds to all undertakings without a liquid portfolio. 


The policy of the private banks of Roumania must proceed in this same direction. 





Commonwealth 22% Bank of Australia 


E. C. RIDDLE, Governor. ii a H. T. ARMITAGE, Deputy Governor. 
GUARANTEED BY THE AUSTRALIAN COMMONWEALTH GOVERNMENT. 


Head Office - - - SYDNEY 
BRANCHES AND AGENCIES THROUGHOUT AUSTRALIA. 


BILLS negotiated and collected. CURRENT ACCOUNTS opened. DRAFTS and 
LETTERS OF CREDIT issued. DEPOSITS accepted for fixed periods. REMITTANCES 
cabled or mailed and BANKING BUSINESS of every description transacted with Australia. 
Bankers tt—THE GOVERNMENT OF THE COMMONWEALTH OF AUSTRALIA, 
THE GOVERNMENT OF THE STATE OF QUEENSLAND. 
THE GOVERNMENT OF THE STATE OF SOUTH AUSTRALIA. 
THE GOVERNMENT OF THE STATE OF TASMANIA. 
COMMONWEALTH SAVINGS BANK OF AUSTRALIA. 
Agencies are open at 3,564 Post Offices in the Commonwealth, &c. 
As at 30th JUNE, 1929. 
General Bank Balances .. is oe aa ws oe £48,772:447 
Savings Bank Balances .. Bs ie a sei is 50,605,355 
Note Issue Department .. ? we eta is es 42,798,226 
Rural Credits eas we - as a ae 1,178,164 
Other Items.. ‘ P a a ie - ne 7,202,182 
£150,556,374 


LONDON OFFICE: 36-41 NEW BROAD STREET, E.C. 


Also at AUSTRALIA HOUSE, STRAND, W.C. 
J. S. SCOTT, London Manager. 


THE BANK OF AUSTRALASIA. 


Incorporated by Royal Charter, 1835. 


Paid-up Capital - - - - £4,500,000 
Reserve Fund - £4,450,000 
Reserve Liability of Peapeletere under the Charter £4, 500, 000 

£ 13,450,000 


COURT OF DIRECTORS : 


RIGHT HON. LORD ALDENHAM. F. V. a LIVINGSTONE-LEARMONTH, Esg., 


C. E. BARNETT, Eso. 
J. F. G. GILLIAT, Eso. RIGHT HON. Tas EARL, OF MIDLETON, K.P. 


KENNETH GOSCHEN, Eso. HORACH PRED Een 


C. G. HAMILTON, Esq. JOHN SANDERSON” 
T. R. JOHNSON, Esg. ARTHUR WHITWORTH, “Eso. 


HEAD OFFICE: 4 Threadneedle Street, London, E.C.2. 
WEST END BRANCH: 17 Northumberland Avenue, London, W.C.2, 


Numerous Branches throughout the States of VICTORIA, NEW SOUTH 
WALES, QUEENSLAND, SOUTH AUSTRALIA, WESTERN AUSTRALIA, 
TASMANIA, and the DOMINION of NEW ZEALAND. 


The Bank offers facilities for the transaction of every description of Banking business in 
Australia and New Zealand. Negotiates or collects Bills. Issues Telegraphic Transfers, Letters 
of Credit and Drafts, also Circular Notes and Circular Credits available in all parts of the world. 
Deposits received at interest for fixed periods on terms which may be ascertained on application. 

















INTE R-DE PARTMENTAL 
COMMUNICATION — 


The “ Standard” Private Automatic Exchange~is 
undoubtedly the finest method of inter-departmental 
communication in existence. Any wanted number 
can be obtained with certainty within three 
seconds. The outstanding advantages of the 
System is that :— 


No operators are required. 

Conversations are secret. 

The System gives unfailing 
service day or night. 


Whether you require but a few lines or many 
hundreds, we can give you the system that will 
exactly meet your need. 


Standard 


AUTOMATIC TELEPHONE SYSTEMS 


Standard Telephones and Cables Limited 
COLUMBIA HOUSE, ALDWYCH, 
LONDON, W.C. 2 


Telephone: Holborn 8765 (20 lines). 


Works: 
HENDON, NORTH WOOLWICH, 
NEW SOUTHGATE. 


Branches : 
BIRMINGHAM, LEEDS, MANCHESTER, 
GLASGOW, LIVERPOOL & DUBLIN. 
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"§ Guaranty Trust Company 
of New York 


A MERGER OF 
NATIONAL BANK OF COMMERCE IN NEW YORK—GUARANTY TRUST COMPANY OF NEW YORK 
Organized 1839. Organized 1864. 











HE Guaranty Trust Company of New York was one of the first of 

the American Banks to establish a branch outside the United States. 
Its London Office was opened in Lombard Street twenty-eight years ago. 
To-day the bank maintains three London Offices—in Lombard Street, 
Kingsway and Pall Mall—an office in Liverpool, a number of offices in 
the principal cities of Europe, and affiliations and connections through- 
out the world. 
The Guaranty Trust Company is thus able to offer unrivalled international 
banking facilities to banks, financial houses and merchants engaged in 
foreign trade. 


The Management of any of the offices will be pleased to explain the Bank’s 
services in detail or to discuss any individual banking and trading problems. 


32 Lombard Street, E.C.3 


50 Pall Mall, S.W.1 Bush House, Aldwych, W.C.2 
NEW YORK LIVERPOOL PARIS BRUSSELS HAVRE ANTWERP 
Capital and Surplus $260,000,000. Total Assets $1,500,000,000. 

















TRADE INDEMNITY || —si¢2 BRANCHES IN 


COMPANY LIMITED. 


Established 1918. FINLAND 


(Chairman—C. E. HEATH, O.B.E.) 
CAPITAL: Oo 


AUTHORISED AND ISSUED 
£250,000 Fully Paid. 


Capital and Reserves : 


TRADE GREDITS | | Fmk. 417,000,000 


The object of the Company is to assist British 

Merchants and Manufacturers to develop 

Home and Overseas Business by the Insurance oO 
of Credits. | 


In order to facilitate the financing of debts the 
Company is prepared to grant protection to the 


Bankers against the event of the policy being | | iS SAKE PAN KK| 
invalidated through neglect or otherwise on = 2 
the part of the Assured in complying with the 


Conditions of the policy. | (National Joint Stock Bank) 


Prospectus and Proposal Forms can 
be obtained on Application to— 


77 CORNHILL, LONDON, E.C.3. | | Head Office: HELSINKI 
Underwriter: H. 8S. SPAIN. (Helsingfors) FINLAND 


MANCHESTER OFFiCE : Yorkshire House, Cross Street 


All inquiries are treated in the strictest confid-nce 
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BOOK-FORM 
HOME SAFES 


The World’s Superior Book Safe 


A perfect simulation of a richly-bound book, portable, 
b<autiful, refined, it appeals alike to children and adu!ts. 
It takes all coins and notes. Any colour, any embossing. 


Distributed to the’r depositors, clients, and members 

by banks, savings banks, building societies, insurance 

companies, co-operative societies, stores, travel bureaux, 
staff and welfare organizations. 


The master-key is held by the issuing institution. 
Originated and produced by the makers of the 


world-renowned Vis.ble-Money Recording Home Safes 
of which millions are in profitable daily use. 


Send for free specimens of the Book Bank, of Single- 
Compariment Home Safes and of the Visible-Money 
Recording Home Safe, adapted for all countries. 


Supplied only by 


AUTOMATIC RECORDING SAFE CO.,LTD. 
83, Ridgmount Gardens, London, W.C.1 


PARIS : BERLIN : CHICAGO : MONTREUX 


(See Page VID 
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INTERNATIONAL 


GOLD MOVEMENTS 
By PAUL EINZIG, Doctor of Political 


and Economic Sciences, University of 
Paris ; heer Editor of “ The Financial 
News ” ‘The Banker” ; Member 
of the any Advisory Committee of the 


Imperial Institute. 6s. net. 
Monchester Guardian (Commercial): “ This little 
book fills a distinct gap in economic literature and 
constitutes a definite contribution to the study of 
the working of the gold standard, especially since 
the war.” 


INDIGENOUS BANKING 


IN INDIA 


By L. C. JAIN, M.A., LL.B., Ph.D. 
(Econ.), Lond., Lecturer in Currency and 
Banking at the University of Allahabad. 
or an introduction by Gilbert Slater, 

, D.Sc. (Econ.), Lond. 15s. net. 


An neciuille reference book for bankers, busi- 
ness men and all concerned with International 


Finance and Affairs. 


STATESMAN’S 


YEAR-BOOK, 1929 
Edited by M. EPSTEIN, M.A., Ph.D., 
F.R.G.S. With Maps. 20s. net. 


O MACMILLAN & CO., LTD., LONDON, W.C.2. O 
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Ser the ‘Sthenes 


that means efficiency, for a floor that 
is attractive, dignified, hard-wearing and 
easy to clean, lay Leyland Rubber Tiling. 


Rubber Tin’ 


Catalogue No. 39 giving prices, colours, 
lesigns, etc. sent on request. 


THE LEYLAND AND BIRMINGHAM RUBBER Co. Ltd. 
Head Office & Works Leyland, Lancs. 
Branches throughout the World.  R.7. 96-10/29- 





LLOYDS BANK LIMITED 


Head Office: LONDON, E.C. 3 


Chairman : Deputy-Chairman : 
J. W. BEAUMONT PEASE | j) Sir AUSTIN E. HARRIS, K.B.E. 


CAPITAL SUBSCRIBED £73,302,076 
CAPITAL PAID UP - - 15,810,252 
RESERVE FUND - - 10,000,000 
DEPOSITS, &c. (30th June 1929) 351,279,025 
ADVANCES, &c. = &o. 194,193,731 


Over 1,800 Offices in England and Wales, and others 


in India and Burma. 





LIMITED 


TOTAL RESOURCES 
Over £290,000,000 


Head Office: 15 BISHOPSGATE, LONDON, E.C.2 


Over 1,250 Offices. Agents Everywhere. 


Every Description of BRITISH and OVERSEAS BANKING Business Transacted. 





TRUSTEESHIPS AND EXECUTORSHIPS UNDERTAKEN. 





AFFILIATED BANKS: 


COUTTS & CO. GRINDLAY & CO., Ltd. 





RECORDING 
HOME SAFES 


Nickel over Brass. 


Issued by 7,000 Institutions 


In offering home safes for thrift and 

propaganda the issuing institution should 

well consider the convenience and taste of 
the public using them. 


Portability, Beauty and Refinement are the 
chief elements in this respect. 


Because these essential features are lacking 
in heavy iron or steel inferior home banks, 
their use invariably meets with only 
limited success. 15,000,000 of our 
Recording Home Safes have replaced them. 


THE WORLD’S BEST SAFE. ADAPTED FOR ALL COUNTRIES 
Supplied only by 

AUTOMATIC RECORDING SAFE COMPANY, LTD 

83, Ridgmount Gardens - London, W.C.1 

PARIS : BERLIN : CHICAGO : MONTREUX 


(See Page V) 
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THE BRITISH LINEN BANK 


Incorporated by Royal Charter, 1746. 


CAPITAL £1,250,000 _ RESERVE FUNDS £2,150,000 
Governor: + . * * . * * * * . « * 


Deputy-Governor: THE RIGHT HON. THE EARL OF HOME. 


HEAD OFFICE: 38 St. Andrew Square, EDINBURGH. 


REES GRIFFITH THOMAS, General Manager. R. W. STEVENSON, Secretary. 
Over 190 Branches throughout Scotland. 
London Office: 38 Threadneedle Street, E.C. 2. 


Every Description of Home and Foreign Banking Business transacted. 
AFFILIATED TO BARCLAYS BANK, LIMITED. 





YOKOHAMA SPECIE BANK, LIMITED. 


ESTABLISHED 1880. (Registered in Japan) 


Capital Subscribed and Fully Paid - - Yen 100,000,000 
Reserve Fund - - = = = = «= «= £=Yen 108,500,000 
Head Office: YOKOHAMA. 

BRaNcues and AceEncigs at Alexandria, Batavia, Bombay, Buenos Ayres, Canton, Calcutta, Changchun, Dairen 
(Dalny), Fengtien (Mukden), Hainburg, Hankow, Harbin, Hong Kong, Honolulu, Kai Yuan, Karachi, Kobe, 
London, Los Angeles, Lyons, Manila, Nagasaki, Nagoya, Newchwang, New York, Osaka, Pekin, Rangoon, 
Rio de Janeiro, Saigon, Samarang, San Francisco, Seattle, Shanghai, Shimonoseki, Singapore, Sourabaya, 
Sydney, Tientsin, Tokyo, Tsinanfu, Tsingtau, Vladivostok (temporarily closed). 

The Bank buys and receives for collection Bills of Exchange, issues Drafts and Telegraphic Transfers 
and Letters of Credit on above places and elsewhere, and transacts General Banking Business. Deposits 
received for fixed periods at rates to be obtained on application. 


London Office :—7 Bishopsgate, London, E.C. 2. 
D. NOHARA, Manager. 
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t National Bank of New Zealand, Ltd. 


Head Office: 8 MOORGATE, LONDON, E.C.2. 


95 Branches and Agencies in New Zealand. 
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= Authorised and Subscribed Capital ia a £6 ,000,000 = 
=> Paid-up Capital oe £2,000 ,000 = 
= Reserve Fund and Undivided Profits £2,155,154 = 
2 “£4,155 ,154 = 
= Aggregate Assets (31st March, 1929) £18,809,388. zzz => 
= The National Bank of New Zealand, Limited, receives Deposits for fixed periods at = 
= rates which may be ascertained on application, and conducts every description of Banking = 
=| Business connected with New Zealand. ARTHUR WILLIS, Manager. = 
aT PA 





NATIONAL BANK OF EGYPT. 


HEAD OFFICE : CAIRO. 


FULLY PAID CAPITAL - - . - - £3,000,000, 
RESERVE FUND - - : - - : £2,875,000. 





















London Agency : 
6 and 7 KING WILLIAM STREET, E.C.4. 


Branches in all the Principal Towns in 


EGYPT and the SUDAN. 


‘A. M. BONNER, L™: “i 


30 LIME ST. and 7 BLOMFIELD ST. 
LONDON, E.C.3 LONDON, E.C.2 
Tel: Tel. : 
Monument 0794 City 1956 








































DATING STAMPS, URGENT ORDERS AUTOMATIC NUMBERING AND 


ENDORSING INKS AND hg DATING MACHINES, COMPANY 
SELF-INKING PADS A Speciality SEALS, GENERAL ENGRAVERS 


















q Beautifully bound in Coloured 
Real Leather. 

@ Weare supplying two of Britain’s 
largest Banks. 

q Made in England. 
















TAYLOR, LAW G& Co. Lrv. 
ANCHOR WORKS, BIRMINGHAM 





PATENT No. 295872 
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Commerz- und Privat-Bank 


Aktiengeselischaft 


HAMBURG-BERLIN 


250 other places throughout Germany 


CAPITAL AND SURPLUS 
RM 115.000.000 


ALL BANKING TRANSACTIONS 


Amsterdam: N. V. Hugo Kaufmann & Co.’s Bank 
New York: Konrad von Jiberg, 50, Broadway 


Cable address for main offices and branches “Hanseatio” 





THE 


MOSCOW NARODNY BANK 
LIMITED 
ESTABLISHED 1919 


Heap OfFice : 
300 High Holborn, London, W.C.1 


Paris Branco: 26, Rue Vivienne, Paris 


Bertin BraNcH : 
Kurfiirstenstrasse, 33, Berlin 


Authorised Capital ° . £1,000,000 
Paid-up Capital ‘ ° 845,000 
Reserve Fund and Undivided Profit 155.000 


The Bank finances the export and import operations 
of the Russian Co-operative and other Societies. 
Principal Foreign Agents of the All-Russian 
Co-operative Bank, Moscow and Branches. 
London Correspondents of the State Bank of 
the U.S.S.R. 

Every kind of Banking Business Transacted. 


Remittances to Russia effected. Letters of Credit 
and Drafts issued on Moscow and other centres in 
Sterling, U.S, Dollars, and Tchervonetz, Collections 
undertaken. 


Correspondents in all Principal Centres of Europe, 
The 0.8. of America, and everywhere in the U.$.$.R. 








GERMANY 


DUSSELDORF 
RHINELAND 





Palast-Hotel 


BREIDENBACHER HOF 


A Home away from Home 


UP-TO-DATE COMFORT 
BAR GRILL ROOM 


Manager: Hermann Bieger 
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ALLIANCE 


Assurance Company Limited. 


Head Office: BARTHOLOMEW LANE, LONDON, E.C.2. 
Marine Department: 2-6 Billiter Square, London, E.C.3. 
Established in 1824. 


Assets exceed £30,000,000. 


Directors : 
CHARLES EDWARD BARNETT, Chairman. 
LIONEL N. DE ROTHSCHILD, O.B.E., Deputy-Chairman. 
Sir IAN HEATHCOAT AMORY, BaRT., C.B.E.| R. M. HOLLAND-MarTIN, C.B. 


THE VISCOUNT BEARSTED, M.C Davip LANDALE. 
FREDERICK CAVENDISH BENTINCK. COLONEL WILFORD N. LLoyp, C.B., 


ALFRED FOWELL BuxTON. C.V.O. 
JouHN CaTor. Str CHRISTOPHER T. NEEDHAM. 


Major GERALD M. A, ELLIS. THE EARL OF RoSEBERY, D.S.O., M.C. 
FREDERICK CRAUFURD GOODENOUGH. WILLIAM HEARD SHELFORD. 

THE MARQUESS OF HARTINGTON, M.P. ARTHUR JAMES STEWART TODD. 

C. SHIRREFF HILTON. HENRY ALEXANDER TROTTER. 


EDWARD RALPHE Douro Hoare. RICHARD DURANT TROTTER. 


INSURANCES OF EVERY KIND 


LIFE (with and without Profits). Assurances with Disability Benefits. 
Estate Duty Policies. Staff Assurance and Pension Schemes. 
Group Life Assurances. Children’s Deferred Assurances 


and Educational Endowments. Annuities. 
SINKING FUND AND CAPITAL REDEMPTION. 
FIRE. 
MARINE, 
BURGLARY and THEFT. 


ACCIDENTS of all Kinds: Personal Accident and Disease, Third 
Party, Drivers’ Risks, Lift, Plate-Glass, and Workmen’s Compensa- 
tion with Special Policies for Domestic Servants. 


MOTOR CAR, MOTOR CYCLE, 
FIDELITY GUARANTEE. LIVE STOCK. 
BOILER and MACHINERY INSURANCE and INSPECTION. 


COMPREHENSIVE POLICIES FOR BUILDINGS OR CONTENTS OF 
DWELLING-HOUSES. 


THE COMPANY IS EMPOWERED TO ACT AS EXECUTOR AND 
TRUSTEE. 


Particulars of any of the above will be sent on application. 
A. LEVINE, General Manager. 
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A Banker's Diary 






Mid-August—Mid-September 






AFTER some weeks’ discussions, agreement was finally 
reached at The Hague on August 28 last. To meet the 

discrepancy between the Young Plan and 
F Soe Hague the Spa percentages of £2,400,000 per 

onference : 

annum, the agreement provided an allo- 
cation to this country of £5,000,000 from the surplus 
arising from the overlapping of the Dawes and the Young 
plans, while the other creditor powers agreed to guarantee 
an annuity of £1,440,000. In total, Great Britain has 
secured {2,000,000 of the amount of £2,400,000 which 
she claimed; fairer treatment in the distribution of the 
unconditional part of the annuity (£4,800,000 against a 
claim for £6,000,000) ; and also concessions in regard to 
deliveries in kind. 




















PREPARATIONS have recently been made for the first 
meeting of the Bank of International Settlements 
Committee which was originally fixed for 
oe ae ad September 23 at Brussels. This consists of 
Settlements the governors of the central banks of each 
of the inviting powers together with a 
delegate from each country, in addition to the U.S. 

At the League of Nations Assembly on September 10, 
the Norwegian Prime Minister, M. Mowinckel, suggested 
that the Bank should be placed under the auspices of the 
League of Nations under Article 21 of the Covenant. 
This provides that all international bodies created 
through international treaties should be placed under the 
protection of the League. M. Mowinckel is reported to 
have declared that the scope of the Bank would extend 
far beyond the boundaries prescribed for it under the 
Young plan. As a result of his suggestion a draft 
resolution supporting it was submitted by Denmark, 
Norway and Poland; but after the matter was debated 
on September 23, the representatives of these countries 
agreed to its being withdrawn owing to fears that the 
U.S. might refuse to participate in the plan. 
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SPEAKING at the League of Nations Assembly on 
September g, Mr. William Graham, President of the 
Board of Trade, said that the present 
English Government had declared for free 
trade as its fiscal policy. This depended, 
however, on the evoking of a satisfactory response to 
such a policy in Europe. His immediate proposal was 
that an agreement should be made for a period of two 
years, during which European States would undertake 
not to increase their present tariffs, and conferences 
should be held with a view to reducing existing tariffs. 


European 
Tariffs 


THE British Economic Mission to the Argentine, which 
left England in August last with a view to studying the 
various aspects of trade between Latin- 
America and this country, has succeeded in 
negotiating a provisional agreement which 
involves the purchase by Argentina, during the ensuing 
two years, of goods amounting to about £8,000,000. As 
a quid pro quo it is understood that this country will 
purchase an equivalent amount of Argentine food 
products. 


Argentine 
Mission 


IT was announced in the third week of August that the 
Frankfurter General Insurance Company had become 
involved in difficulties. The Allianz and 
gf rancor Stuttgarter Verein, the largest insurance 
Gauinaawy company in Germany, arranged to take 
over and guarantee the Frankfurt com- 
pany’s insurance business proper; while a_ banking 
syndicate was set up to deal with banking claims. 
London was more heavily interested in the failure than 
was at one time believed—a recent estimate is £750,000— 
and a sizable proportion of the credits granted were not 
secured. In this respect, therefore, the details were 
similar to those respecting the “ Sicmat’’ failure. 


AN amalgamation between Lever Brothers and the 
Margarine Union, which was announced on September 8, 
represents one of the largest fusions which 
has occurred in recent years. The principle 
of the scheme provided that the ordinary 
share capital of Lever Brothers is to be amalgamated as 
from January I, 1930, on the basis of an equal division 


Industrial 
Fusion 
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of voting power. Presumably the ordinary share capital 
of Lever Brothers—amounting to only £2,400,000 out of 
an issued share capital of £56,627,546—1is alone involved 
in the scheme. 
THE large and continuous effluxes of gold reported in the 
September issue of THE BANKER have since been con- 
siderably reduced, although the movement 
—. continued throughout the last two weeks 
of August. On August 20 and 22, for 
instance, {1,711,000 and {1,022,000 of gold was lost. 
During the weeks ending August 28, September 4, and 
September 11 the respective net effluxes were £568,327, 
£113,556, and £156,159. Money supplies in the market 
also became somewhat more plentiful, but the general 
anxiety and uncertainty still prevailing were reflected in 
the rate on three-months’ bills, which has remained 
around 5% per cent. 
THE total of £535,400,000 for Canada’s trading during 
the year ended July 31 last shows an increase of 
.., £46,600,000 compared with the previous 
— — twelve months. This increase occurred as 
to £15,800,000 in exports, and as_ to 
£30,800,000 in imports. The trading with the U.K. 
shows an increase of {2,000,000 in imports, and a decrease 
of {7,600,000 in exports. The trading with the U.S. 
shows an increase of {27,800,000 in imports and of 
£6,800,000 in exports. 
THE annual report of the South African Reserve Bank 
for 1928-29 shows a profit of £240,739 available for 
distribution. The maximum _ dividend 
a Seats allowed under the Currency and Banking 
Act of 1920, viz., 10 per cent., was declared, 
absorbing {100,000. Of the remainder, {£90,370 was 
added to the reserve, raising it to £599,777. The balance 
of £50,370 is payable to the Government. 
THE report of the Imperial Bank of India for the half- 
year ended June 30 last states that bank rate varied 
; between 5-8 per cent. during the period, 
Imperial siving an average rate of 6-878 per cent., 
compared with an average of 5°945 per 
cent. during the comparable period of 1928. 
Maximum currency borrowings were Rs. g crores on 
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February 8, compared with minimum currency borrowings 
of Rs. 2 crores on April 11. The net profits recorded 
were Rs. 64,59,300 (1928, Rs. 71,38,500), Rs. 5,00,000 
were carried to reserve (1928, Rs. 5,00,000), and the 
carry-forward was Rs. 27,83,500 (1928, Rs. 29,63,100). 
The dividend of 18 per cent. was identical with that 
for the corresponding period of 1928. 


RECENTLY the Indian Government instituted a system 
of “ discretional purchases ”’ of sterling at an advertised 
, rate of Is. 5d. per rupee. This was 
soe devised to replace the former system under 
inance : 
which weekly tenders to purchase {1,000,000 
sterling were invited. During a thirteen weeks’ period 
only £80,000 wis received; but during the week ended 
August 24, under the new system, purchases amounted 
to £1,370,000. The increased subscriptions were ascribed 
to a rise in the value of the rupee resulting from the 
release of sterling from the Paper Currency Reserve in 
London, the recent resumption of borrowing on Treasury 
bills, and the advance of the jute season. The subsequent 
strikes in the jute mills, accompanied by a decline in the 
exchange, however, again caused the Government’s rate 
to become ineffective. 


IT is understood that the English joint stock banks 
are considering an increase in the minimum commission 
chargeable on acceptance credits to the 
Aagaptaaee pre-war figure of } per cent. for three- 
pa monthly credits. This is also the rate 
prevailing at other centres, including New 
York and Amsterdam. 


THE figures of new capital issues in the U.K. compiled 

by the Midland Bank Limited, show that up to August 31 

last the total was £332,917,000, compared 

New with £368,845,000 for the same period of 
Capital ne a 

oo 1928—-which latter was the highest since 

1920. The figures for August, 1929, were 

£3,592,000 compared with {6,512,000 for August, 1928. 
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British Monetary Policy 


HE monetary situation in this country has recently 
been peculiarly and markedly difficult, and has 
given rise to a problem of major importance. 
The fundamental cause of the difficulty has been the 
loss, during the past three months, of little short of 
£30,000,000 of gold. Not only has this efflux far more 
than offset the influx of gold which occurred in the 
earlier part of the year, but according to a recent return 
it has reduced the total holding of the Bank of England 
to less than £137,000,000—over £13,000,000 lower than 
the apparently sacrosanct Cunliffe minimum, and nearly 
£40,000,000 lower than the total recorded a year ago. 
The seriousness of the movement is not lessened by the 
fact that the drain has been persistent, and scarcely 
relieved by occasional acquisitions of gold, most of which 
again have been the outcome of market purchases by 
the Bank. 

Hitherto no very determined measures have been 
taken to check the outflow, with the result that 
unallayed anxiety and uncertainty have prevailed in 
the money market, and in the industrial and commercial 
world generally. Nor has the situation been pro- 
nouncedly relieved by the apparent cessation of gold 
movements during mid-September, which, moreover, at 
the time of writing, has been interfered with by the 
occurrence of fresh withdrawals. An investigation of the 
causes of, and the facts concerning, the problem, with 
a view to seeking a solution of it, is therefore required 
with some degree of urgency. 

Attempts to do this have been made in too many 
quarters to be mentioned here. A reasoned analysis 
and survey which, however, is worthy of notice, appears 
in the Monthly Review of the Midland Bank for August- 
September. There it is first pointed out that for a year 
past the dollar exchange in terms of sterling has been 
above parity—involving gold shipments from this coun- 
try. In recent months also, however, sterling has been 
notably depreciated in terms of francs and reichsmarks, 
so that gold has been lost to France and Germany—but 
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particularly to France. The question therefore arises as 
to whether sterling is inherently depreciated; and hence 
as to whether our currency is inflated. In seeking to 
answer this question the data provided in the charts 
compiled quarterly by the bank show that while bank 
deposit totals have, during the past year, recorded 
a substantial advance, the current account index pre- 
pared by the Midland Bank suggests that the proportion 
of deposits consisting of actively circulating money is 
not only lower, but considerably so. This point is both 
an interesting and valuable one, but the data are obviously 
insufficient to make it significant. (If the suggestion 
made in the July issue of THE BANKER, to the effect that 
all the banks should combine in the publication of these 
and other figures, could be acted upon, this defect would 
be removed.) Passing to more decisive indices, the 
recent general trend of wholesale prices is found to be 
downwards in England, there is no comparable fall for 
the U.S., while in Germany and France prices have 
declined nearly as much as in England. Bearing in 
mind the outstanding importance of movements in the 
American price-level, it is evident that, in so far as 
exchange movements are governed by relative price-level 
changes, sterling should have appreciated rather than 
depreciated. 

What, then, the question is asked, can be the causes 
of the decline in the exchange value of sterling? The 
article does not seek to concern itself with the depreciation 
in terms of francs and reichsmarks, as this is ascribed to 
special, and, to some extent, non-permanent conditions. 
The weakness of sterling in terms of dollars is explained 
in general terms as being due to excessive lending of 
sterling. More specifically this has been occasioned by 
the condition of the American money market, which 
has led to a curtailment of both long- and short-term 
lending by New York to foreign borrowers. The 
conclusion is reached that “‘ For these and other related 
reasons the persistent depreciation of British currency 
must be attributed to money and capital influences, 
rather than to adverse variations in price-levels.” 
This conclusion is not upset, but rather strengthened, by 
the facts that the volume of Great Britain’s overseas 
trade has increased in one quarter of 1929, compared with 
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the same quarter of 1928; the index of production is 
higher; and employment is well maintained. 

With this analysis of causes there is no considerable 
measure of disagreement amongst responsible author- 
ities. Perhaps the most divergent view is represented 
by that of one contributor to the discussion who pre- 
scribes, as a remedy, curtailment of the volume of 
currency by a reduction of the fiduciary portion of the 
note-issue consequent on a diagnosis that the adverse 
foreign exchanges indicate inflation of sterling. To 
this less specific and analytical diagnosis the more 
intricate and detailed statistical analysis described above 
is an effective reply. 

Before proceeding, it is desirable to say something 
about the more spectacular, and, in recent months, more 
important drain to France and Germany—especially 
to France. While, however, it is probable that some 
of the available explanations of the more peremptory 
leakage to France are correct, not enough is known 
accurately to explain the phenomenon, and, for this 
reason, it is not possible to forecast that the danger 
of further withdrawals has passed. A popular expla- 
nation has been that the withdrawals were not uncon- 
nected with the policy adopted at The Hague by British 
governmental representatives. In so far, however, as 
this explanation presumes connivance by the Bank of 
France it needs be suspect. The financial editor of the 
““ Midi ”’ has taken the line that a large French budgetary 
surplus which has been recorded is the direct outcome 
of specially heavy taxation payments which French 
taxpayers were called upon to make during July and 
August. The necessary withdrawals from the commer- 
cial banks led to the latter finding it essential to replenish 
their cash reserves. To do this they were compelled 
to have recourse to the Bank of France. This they 
could do only by borrowing on securities, or by offering 
gold or gold equivalent. As, however, the Bank of 
France has not been inclined lately to lend on securities, 
the banks have had to obtain gold by means of drawing 
on their substantial London balances. The coincidence 
of this movement with demands for francs by tourists 
of both nations is said to have led to the adverse valua- 
tion of sterling in terms of francs. 
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Other explanations differ somewhat in stress. Thus, 
in the Monthly Review of the Westminster Bank for 
September, the efflux to France has been explained by 
the lending to Germany of part of the French balances 
held in London. It will be observed, therefore, that this 
explanation similarly tends to lay prime emphasis on 
the fact that the reasons for sterling’s depreciation in 
terms of francs are temporary rather than permanent. 
Whether such a conclusion is correct or not remains to be 
seen. Attention may be drawn here, however, to the 
fact that while there is no evidence that the £ sterling 
is actually inflated, since its exchange value in terms of 
three important foreign currencies has for so long been 
below rather than above par, this indicates clearly 
that the total of those currencies’ claims on sterling 
have, during this period, been greater than sterlings’ 
claims on them; and a very probable explanation of 
this is that, owing to the exceptionally high American 
interest rates on the one hand, and to the freedom of 
the London market on the other hand, there has been 
an excess of sterling lending. 

To pass now to a remedy for this condition of affairs, 
concerning this numerous suggestions have been sent to 
the financial press. It was mentioned above that a 
proposal has been made to reduce the fiduciary portion 
of the note issue, and the reason against this has been 
cited. Curiously enough, the directly opposite remedy 
has also been suggested. It has been urged, for instance, 
that the present position is one of the three occasions 
contemplated by the Treasury and the Bank of England 
(at the time of passing the Currency and Bank Notes 
Act of 1928, authorizing the transfer to the Bank of 
England of the currency notes issue) which should be 
met by an increase of the fiduciary portion of the note 
issue. The argument in support runs that since the 
effect of the gold withdrawals has been greatly to reduce 
the reserve ratio of the Bank—say, from over 50 per 
cent. to under 30 per cent.—it is necessary to protect 
the reserve against further possible withdrawals by in- 
creasing the fiduciary part of the note issue. If this were 
increased by, say, £30,000,000, the notes in the Banking 
Department would be increased to that extent, and 
a corresponding amount of Government or Other 
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Securities would be transferred from the Banking Depart- 
ment to the Issue Department, and the reserve would be 
raised. This, in turn, it is explained, would prevent the 
necessity for reducing the existing total of credit, so 
that further gold withdrawals would not provoke un- 
favourable reactions on business activity—which could 
not fail to occur if the fiduciary part of the issue were 
not increased. 

Before discussing this suggested remedy it may be 
worth while to notice what action the Bank of England 
has already taken. In addition to the arrangements for 
the purchase of sterling bills by Federal Reserve banks 
described by our American correspondent, as at other 
similar times of stress since the war, the Bank has taken 
steps to prevent the supply of credit being curtailed by 
means of open market operations. Thus, the return for 
the week ended September 5 showed that, compared 
with the previous week, the Bankers’ Deposits at the 
central bank were increased by £15,977,764, and Other 
Deposits by £1,026,289, these movements being reflected 
in a decrease of Government Deposits by £11,422,812, and 
in extra advances by the Bank to the Government of 
£2,530,000. The Bank also lent, additionally, to the 
market and its other customers, £5,364,294. 

The intention to seek to maintain the volume of 
credit and to avoid, if at all possible, a raising of its 
official rate, must therefore be ascribed to the Bank of 
England. It is clear, however, that such a policy succeeds 
only at the expense of depleting the reserve ratio. 
On the other hand, an increase of the fiduciary part of 
the note issue is designed to remedy depletion. Ob- 
viously, therefore, the two policies are complementary ; 
and it would seem that, operated conjointly, the remedy 
is effective and adequate. 

Against these remedies, however, it may be argued 
that their desirability is conditional ; for both are devices 
for meeting a difficulty which is not long-lasting. If, 
therefore, the gold withdrawals have been occasioned by 
temporary causes which will not persist or return, their 
application may be desirable. But if the efflux has 
been due to permanent causes, a more stringent remedy 
may be called for. The obvious reason for this is that 
neither open-market operations, nor an increase of the 
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fiduciary part of the note issue serve to attract gold 
from abroad. Obviously the only means of doing this is 
to turn the foreign exchanges in our favour, and while 
the American exchange may be assisted by the arrange- 
ments for the purchase there of sterling bills, gold can 
be attracted with certainty and comparative ease only 
by raising Bank rate. 

To revert, then, to the analysis of causes outlined 
earlier : are these temporary or permanent? In so far as 
they are bound up with American conditions it is difficult 
to see reason to expect a material change within the next 
few months. The September issue of the Westminster 
Banks’ Monthly Review, for instance, pointed out that 
53 per cent. of the cotton crop was actually shipped 
during the three months October to December last 
vear. Obviously, if similar conditions obtain this year 
they will impose a severe strain on the sterling-dollar 
exchange. In so far as continental influences are 
operative, these would appear to be more temporary. It 
has to be remembered, however, that with some excep- 
tions—of which the most important is that of the Bank 
of France—the Bank of England rate is relatively low; 
this inevitably adds to the pressure on sterling, and has un- 
doubtedly been a factorinstimulating continental demand. 

But other points also call for consideration. Thus, 
while nominally the Bank of England’s reserve has fallen 
from 52 per cent. a year ago to 26 per cent. on September 
5, used in the continental sense of the term, it has fallen 
by no more than from about 46 per cent. to about 35 
per cent. Moreover, oscillations in the reserve are 
regarded with greater equanimity in post-war than in 
pre-war days. It is time, too, that the numerical 
conclusion—it was not a dictum—of the Cunliffe Com- 
mittee as to the desirable minimum gold holding ceased 
to be treated as an inelastic minimum rigorously to be 
adhered to, and to dominate thought and argument. 
Lastly, while the burden imposed by adverse exchanges 
on English nationals who have to meet obligations in 
terms of foreign currencies cannot be overlooked, the 
strong psychological effect of a rise in Bank rate from 
the present substantial figure of 53 per cent. must be 
remembered. It is in connection with this point, of 
course, that opportunity occurs for the development of 
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a controversy of distinct importance, inasmuch as both 
the method of discussing the problem and the reaching 
of a conclusion with regard to it are strongly influenced 
by a pre-existing point of view. Thus, industrialists 
and business men find themselves consistently influenced 
by the view that a priors monetary policy is more likely 
than not to be directed with regard for the interest of 
the financial community. They are therefore disposed 
to inveigh against the burden of high charges resulting 
from a high Bank rate. This is the truer because the 
greater number of business men are not directly involved 
in the financing of overseas trade—it is only about 
one quarter of the total volume of trade. The strictly 
financial community, however, coming, as they do, more 
nearly in touch with the monetary position, are the better 
able to realize the necessity for manoeuvring Bank rate-— 
especially when they expect this to raise the value of 
sterling and thereby to cheapen the cost of foreign trade. 


These points cited, however, in view of the arguments 
advanced earlier, and because the gold reserve—even 
though more economically handled—is fully {25,000,000 
lower in nominal value than the pre-war total as calculated 
by the Cunliffe Committee, and must needs not be allowed 
to dwindle overmuch, if the drain sets in anew it is 
difficult to avoid the unwelcome conclusion that Bank 
Rate must be advanced in protection—in spite of the 
wish expressed by the Chancellor of the Exchequer on July 
24 last, when speaking at the Mansion House dinner. 

Such are the essential details and the pros and cons 
of the present monetary situation. To reflect upon them 
is to realize the quandary into which Europe, in particular, 
and the world as a whole have been brought as a result 
of allowing gold not merely to influence, but, indeed, 
to determine the monetary policy of national units. 
Again, therefore, inevitably and insistently, the question 
must be asked why it is that central banking co-operation 
lags, and why this unscientific manner of controlling 
the distribution of gold holdings—inveighed against 
roundly also by our American correspondent—is allowed 
to persist. It is sincerely to be desired that the hope 
for improvement implied by this reiteration will yet be 
realized, if not under the auspices of the Genoa ideal, 
in the scheme for a Bank for International Settlements. 
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Mechanical Ledger Machines. 
‘T's publication, in the August issue of THE BANKER, 


of a special supplement devoted to Mechanical 
Accounting, has evoked a lively interest in the many 
problems to which its introduction gives rise. Of these 
problems there is none which calls for more investigation 
than that which involves a study of the essential demands 
required to be met by the new method; for only if these 
are accurately analysed is it possible to determine which 
of various alternative systems and machines to adopt. 
In the following article, therefore, it is proposed to discuss 
this problem, and to endeavour to indicate points which 
have arisen in consequence of experience already gained. 
The perfect machine is one which, while possessing 
the maximum number of automatic features, yet allows 
of the general body of work being done substantially as 
before. English banks have, in the past, been criticized 
for their conservatism, but in connection with mechanical 
accounting there is at least a tendency for them to 
swing over to the opposite extreme and to adopt methods 
which, whilst quite satisfactory in countries such as 
America with their entirely different practice, are yet 
unsuited to English banking methods. Thus, not only 
must the machines be capable of dealing with the ledger, 
but also they must be devised to deal with customers’ 
statements, which replace the bound Pass Books. Again, 
it is worth while giving a good deal of attention to the 
work involved at the end of the half year. The one 
disadvantage of machines now appears, for they 
become congested with work at this time, notwith- 
standing that relief operators may be employed. Con- 
ditions are much worse, too, than under pen posting, 
since it is not possible to call on cashiers to help, as has 
been the practice heretofore. 
These are examples of pone to observe, a list of 
which may now be cited, viz. : 
(1) For the daily posting my ledgers and statements 
the machine must be capable of providing an automatic 
balance after each posting or batch of postings on each 


account. 
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(2) The machine must be capable of entering suitable 
detail—-necessitating a typewriter. 

(3) Interest products must be worked by the machine, 
either at the time of posting or at a subsequent operation. 
In some parts of the provinces this applies not only to 
debit but also to credit balances. The products can 
either be worked on a separate sheet, or on the actual 
ledger sheet. The work is subsequently checked by a 
senior clerk, whose time is thus economized and who 
therefore is enabled to undertake the supervision of a 
large number of accounts. 

(4) A total of all debits and a separate total of all 

credits posted to all accounts for the section for any 
given part of the day must be provided automatically. 
These totals can be agreed with the corresponding totals 
in the books of original entry. If an agreement is not 
immediately effected a mistake can be quickly found, 
as it is the custom to off-set or to mark the accounts 
as the postings are. made to them. It must, however, 
be noticed that this does not prove that the vouchers 
have been posted to the correct accounts, nor that the 
“pick-ups ’”’ of the old balances have been correctly 
made. 
(5) The system must in some way permit of the total 
“sides ’’ of the accounts being provided ready for the 
half year, i.e., the total debits and credits to date must 
be shown on either the ledger or statement, or both. It 
is not satisfactory for every item on every account to be 
re-listed each time a sheet is completed. 

(6) In order to prove that the postings, both to the 
ledger and to the statements, have been made to the 
correct accounts and also to prove the “ pick-ups,” the 
next operation is to call over the balances which have 
moved in the ledger with the corresponding balances on 
the statements. Should a voucher have gone to the 
wrong account, it is almost inconceivable that the old 
balance of the account to which it did go, was the same 
as the balance of the account to which it ought to have 
gone. Therefore, the new balance will not. be what it 
ought to have been; and when the balance is called to 
the corresponding statement balance the two will differ. 
In this way the error in posting is discovered and can be 
rectified. In the same way, if an old balance is in- 
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correctly “‘ picked-up’”’ in the ledger, the new balance 
will not agree with the corresponding statement balance. 
This point is markedly important since a large saving 
is effected when only the active balances have to be 
called instead of every amount posted. The system of 
listing all active ledger balances and all active statement 
balances and agreeing the two totals is not sound, unless 
the individual balances are called as well. This may 
be illustrated by supposing that two accounts, which 
may be called A and B, become active in the morning 
and as a result both are indicated by markers. Suppose 
next that subsequently a posting which ought to go to A 
is incorrectly sent to B. . The mistake cannot be dis- 
covered because the sum of the balances A and B is the 
same in whichever account the error is made. 

These essentials have been described at some length, 
as also the system best designed to meet them. This 
system obviously provides excellent checks and _ is, 
therefore, of great value to banks. The saving in 
“ ticking ’’ is also very great. In fact, the completeness 
and smoothness with which the system works in practice 
is such that any other system which presumably must 
depend upon a simultaneous posting of ledger and 
statement is—unless a check or position ledger is intro- 
duced—not comparable with it. 

The next part of the problem is how best to accom- 
plish the performance of these tasks, and how to achieve 
this as economically as possible. 

In order to economize it is obviously necessary to 
select a machine which will deal with both ledger and 
statement. The time at which a branch obtains its 
vouchers from the various Clearing Houses will, of 
course, vary, but as a general rule there is an hour in the 
evening and one and a half to two hours in the morning 
during which no work on the ledgers is possible. It will 
be agreed that it is preferable for the customer to see 
but one balance on his statement for each day; for, 
assuming the case where an account goes over to debit 
in the morning and back to credit in the evening, it 
would be unsatisfactory for a customer to receive a 
statement showing him overdrawn at one period. The 
routine suggested, therefore, is that all machines should 
be employed on the ledgers during the latter part of the 
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morning and the first part of the afternoon, the postings 
being made as and when the vouchers become available. 

The vouchers can then be sorted into alphabetical order 
and the statements proceeded with, about half being 
finished that day and the remaining half next morning. 

The possibility of a breakdown has next to be con- 
sidered. Here again where machines are interchangeable 
between ledger and statement, far less inconvenience 
is caused than if one machine is used for ledgers and 
another for statements. 

As for the reckoning of interest products, the way in 
which the latest machines deal with this task is very 
similar to the action of any calculating machine, but the 
result is, of course, printed. It may be noted that this 
work does not interfere with the normal functioning of 
the machine in throwing out the balance on each account 
and in storing up debit and credit totals for the day. 

It has been mentioned above that the statements 
should be dealt with once a day only; they are, therefore, 
very suitable for showing the total debits and credits 
to date for the account. This the machines will do 
automatically after each series of postings to each account 
in exactly the same way as all machines throw out the 
balance, i.e., certain keys are pressed and the machine 
automatically prints total debit, total credit and balance. 
And, at the end of the half year, the total debits and 
credits can be transferred from the statements to the 
ledger. In order to economize time at this vital period 
some banks prefer to show the total debits and totai 
credits to date on the ledger as well as on the statement ; 
since experience proves that the rate at which postings 
can be made is only slightly reduced by so doing. It is 
certainly a convenience to be able to refer to a ledger 
account at any moment and to see the total debits and 
credits to date. 

It is essential in most provincial districts to show 
total debits and credits to date on the statements. In 
the City only a certain percentage of customers may 
demand this information, but some at least will do so, 
and it makes for inconvenience in the system to give one 
customer one type of statement and another customer a 
different type. It is advisable even here to adhere to 
a routine. It has also been abundantly proved that the 
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majority of customers prefer full particulars, especially 
in the case of dividends. The machine must, therefore, 
be capable of printing either numbers or particulars. 
This requirement has been underestimated in the past, 
and certain banks are to-day having to pass their 
statements through two machines, first a book-keeping 
machine and then a typewriter. This is obviously 
undesirable. : 

Such are the more essential points to note in connection 
with mechanical posting, attention to which will be of 
value when the transition from obsolete pen and ink 
is under consideration—a transition which it is hoped 
will not be long delayed. 


Repayment of Loan or Overdraft 
The Necessary Notice 


‘Le relationship of banker and customer is that of 
debtor and creditor, with the additional obligation 
upon the banker to pay his customers’ cheques 

when they are presented. Whilst a debt, due or payable, 

is immediately recoverable without previous demand, 
it being the debtor’s duty to seek out his creditor and 
pay him, a banking account is in a different category, 
whether it be credit or debit. In the case of a banking 
account demand is a necessary preliminary to any legal 
action, and where an account is in debit the customer, 
following such demand, must be given reasonable time 
within which to comply with the request for repayment. 

What would constitute reasonable time will depend on 

the nature of the business and the course of dealing 

between the bank and the customer. 

The respective rights of banker and customer in 
closing an account have been considered by the Courts 
on more than one occasion. In the case of Buckingham 
v. The London and Midland Bank (1895, 12 Times Law 
Report 70), heard before a jury, the point at issue was 
the right of the bank to transfer without notice the 
balance at tae credit of the current or working account 
in reduction of a separate loan. Buckingham had a 
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loan of {600 from the defendant bank against security 
consisting of the deeds of property. He also kept a 
drawing account. On a re-survey of the property, 
the bank found the security to be worth less than was 
assumed: it thereupon transferred the balance at 
credit of the drawing account in reduction of the loan 
and closed the account. These facts were communicated 
to Buckingham when he next visited the bank, and certain 
outstanding cheques and bills were dishonoured. It was 
held that the course of business between Buckingham 
and the bank was to honour his cheques and drafts 
without reference to the loan account, and that to 
transfer the loan account to the other account without 
giving him notice was not the course of business agreed 
upon. Buckingham was awarded damages. 

In the case of Prosperity Limited v. Lloyds Bank 
Limited (1923 K.B.), where the account was a credit 
one, Mr. Justice McCardie said that the right of a bank 
to close an account which was in credit might be quite 
distinct from the right to close one which was in debit. 
It was not necessary to consider the right of a bank to close 
a debit account, and with respect to al// accounts there 
might be a special contract between banker and cus- 
tomer which bound both and that special contract might 
provide for the relationship to continue for a given period, 
or it might provide that no notice should be given at all. 
If, however, there was no special contract, then, in his 
view, it was the law that the bank could not close an 
account in credit without reasonable notice. Whether 
the account was in debit or not, the course of dealing 
that prevailed between the parties was always important. 
The course of dealing itself might govern the rights 
and duties of both. 

In this case it will be observed that the importance 
of the course of dealing, in the absence of any special 
contract, again receives emphasis and the following 
principles would appear to be established. Subject 
to any special contract, the bank has the right to close 
an account which is in credit, provided the customer be 
given reasonable notice of its intention; and that the 
bank has also the right to close a debit account, subject 
to any special contract that may exist, or alternatively, 
to the course of dealing between the bank and its customer. 
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There is an impression here and there that a bank’s 
duty after demanding repayment of an overdraft does 
not extend beyond protecting cheques issued or bills 
accepted before demand is made, but from the foregoing 
remarks it will be apparent that there may be circum- 
stances under which the responsibility is of a much 
wider character. 

Owing to centralization in our banking methods 
there has grown up a practice of sanctioning overdraft 
arrangements for a stated period, say, three, six or 
twelve months, it being the intention of the Advance 
Department to review the circumstances at the expiration 
of that time. Some procedure of this kind is necessary 
as between Branch and Head Office, but when the 
manager goes a step farther and informs his customer 
that an overdraft has been sanctioned for that period, 
there would appear to be good reason for holding that 
there is an actual contract established between the bank 
and the customer which will run for the period—-subject 
to there being no alteration in the conditions on which 
sanction was given and to the proper conduct of his 
account by the customer. 

It might be suggested that where security is given 
for the overdraft and the memorandum of charge (as 
it usually does) provides for repayment on demand, the 
memorandum defines the terms on which the money 
is borrowed, notwithstanding that the overdraft may 
have been agreed for a period. The answer would pro- 
bably lie in that whilst the customer had admittedly 
executed the charge and thus accepted its conditions, 
the course of dealing between himself and the bank 
provides for a term lending, and that so long as he main- 
tains the security at the value that may be agreed upon 
and conducts his account properly he should not be 
deprived of the facilities before the expiry of the agreed 
term. Circumstances might arise where although the 
customer observes his part of the bargain the bank hears 
of something likely to lead to a weakening of his financial 
position—an important consideration if the advance 
happens to be unsecured. It is, however, doubtful 
whether, if a term lending has been arranged, the bank 
would be justified in withdrawing its support and in- 
sisting on repayment. Presumably it would bring ail 








20 THE BANKER 


legitimate pressure to bear for a reconsideration of the 
position, but the customer certainly would be entitled 
to protection for transactions entered into while relying 
on the arrangement. 

Frequently an advance is taken by way of loan for a 
given period, the customer maintaining a drawing account 
for his day-to-day transactions. In this case there is 
clearly an arrangement of a special nature, the loan having 
been granted for a certain term, the accounts to be kept 
distinct. If, therefore, the agreed value of the security 
be maintained and the account is conducted properly, 
the customer would be entitled to rely on the arrangement 
running for the term. 

Whilst admitting that usually the Court will be 
sympathetic to a plea, on the part of a plaintiff, of 
harsh or unreasonable treatment, and assuming our 
interpretation of the law to be correct, the practical 
difficulties from the bank’s point of view are not so 
formidable as would appear. Assuming that the sanction 
of a Joan or overdraft for a term amounts actually to a 
contract with the customer, it is unlikely that the bank 
would wish to call in the money unless something had 
occurred which amounted to an alteration in, or non- 
observance by the customer of, the conditions on which 
the arrangement was made. For instance, the security 
may fall below the stipulated figure; the account may 
run in excess of the limit fixed or otherwise be conducted 
irregularly ; or the customer may be using the moneys for 
an object inconsistent with the purpose for which the 
bank agreed to make the advance. Under such circum- 
stances, provided the customer be given such notice 
as is consistent with the character of his business, the 
bank may demand repayment of an overdraft or loan, 
notwithstanding that it may have been agreed to for 
a stated period and the period has not expired. The 
duty of the bank interpreted in its narrowest sense is to 
protect cheques issued prior to the date of demand, 
and probably bills accepted. The facts of each case, 
after the fullest and most careful consideration, must 
determine what further responsibility, if any, rests on 
the bank. If, on the other hand, the customer, as is 
often the case, asks for overdraft facilities to be placed 
at his disposal for use from time to time and no term 
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is fixed, the bank is entitled to demand repayment on 
reasonable notice and cheques issued prior to the date 
of demand would have to be protected. 

There are contingencies however, which, when they 
arise, take the initiative out of the bank’s hands. 
Notice of a customer’s death brings to a close any 
arrangements the bank may have with him; insanity, 
also, if the bank receives satisfactory proof of the fact, 
such as the customer’s detention in a lunatic asylum. 
The bank may also receive notice from a third party 
that the customer has assigned to him his credit balance, 
as where the ownership of moneys is disputed, but 
generally, interference by a third party comes in the 
shape of an Order of the Court, of which a garnishee 
order is probably the most common. An injunction 
restraining its customer from drawing cheques on his 
account may also be served on the bank. Orders of the 
Court, of whatever description, must be obeyed strictly. 

Where, actually, notice is given of an available act 
of bankruptcy the banker’s course is clear. He must 
dishonour cheques presented after notice of that fact, 
and notice, written or otherwise, must be such as could 
be reasonably interpreted in that sense, although he 
may pay cheques in favour of the customer until he 
has notice of the presentation of a petition in bank- 
ruptcy. 

Another instance of third party action occurs where 
a guarantor gives notice to terminate his liability. 
The form of guarantee in use generally provides that the 
liability shall continue for three months after notice. 
Some authorities hold that a line should be drawn in 
the account immediately notice is received and a new 
account opened for any further transactions; others 
that the account should run for the full period of notice. 
There are arguments for and against, but a good working 
tule is to run the account for the period of three months 
if the letter is couched in such terms as recognize that 
the liability will continue for that time; if, however, 
it is merely a curt intimation of withdrawal from further 
liability, a line should be drawn immediately, prompt 
notice given to the principal, the customer, and a new 
account opened for fresh transactions. 
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The Bank Manager 


The New Companies Act 


I 
By P. D. Willcock 


Y an Order in Council dated July 5, 1929, the 
B first of November is the appointed day upon 

which all the provisions of the Companies Act 
1928 which are not already in force, are to come into 
operation. It is therefore fitting at this time to draw 
attention to some of the changes which are of special 
interest to bankers. 


THE MINIMUM SUBSCRIPTION 

When a company has obtained its birth certificate, 
in the shape of a certificate of incorporation, the first 
task its directors are usually called upon to perform is 
to raise the necessary capital. If the public are to be 
invited to subscribe for the shares a prospectus must 
be issued in accordance with the requirements of 
section 81 of the Companies (Consolidation) Act 1908, 
now re-enacted and extended by section 35 of the New 
Act of 1929, and Part 1 of the Fourth Schedule to that 
Act. Any person acting in contravention of these 
provisions will, in future, be liable to a fine not exceeding 
five hundred pounds. 

In this connection, a practice has grown up and is 
now almost universal of placing the name of the 
company’s bankers upon the front page of the prospectus 
and a number of cases have occurred where the bank’s 
permission to do so has not first been obtained. Instances 
of this omission have evoked protest on the part of 
important banks against the unauthorized use by small 
company promoters of their name. For the well-known 
saying that “a man is known by the company he keeps ” 
applies with equal force to his banker, and it is not with 
any or every company that an important bank will 
desire to have its name associated. 

For this reason it has become a matter of banking 
practice in recent years to make the bank’s consent 












ars 


a eS 











{ 
' 

Pe 
Fe 
i 

f 





THE BANK MANAGER 23 


conditional upon certain requirements. In the first place, 
the prospectus has been examined with a view to ascer- 
taining whether the full degree of disclosure of the 
company’s position (including particulars of contracts 
entered into) as required by law has been made. 
Secondly, the bank has required to be satisfied that the 
minimum subscription upon which the directors will go 
to allotment has been fixed at such a figure as to ensure 
that the company will commence business with sufficient 
capital to enable it to carry out its objects and complete 
the contracts referred to in the prospectus. These steps 
were taken to protect both the public and the bank 
against the evils which resulted when directors went to 
allotment on a subscription so small as to be quite 
inadequate to produce the capital required to carry out 
the company’s objects. When this took place, one of 
two things was bound to happen, viz., either the bank 
would immediately be called upon to grant accommoda- 
tion out of all proportion to the capital of the company, 
or an early liquidation would ensue. As to the former, 
it is a recognized principle of English banking that it 
is no part of a banker’s function to supply permanent 
capital, and the customers should always have a greater 
interest in a business and more at stake than the bank. 
On the other hand, if an early liquidation resulted, what 
capital had been subscribed was often wasted in liquida- 
tion expenses, to the discredit of the company and to the 
bank whose name had appeared upon its prospectus. 

Turning to the law which governed this subject it is 
interesting to note that, prior to the Companies Act 1900, 
directors had an absolute discretion as to when they 
should proceed to allotment; but the many mischiefs 
which arose from companies going to allotment on a wholly 
inadequate subscription and merely for the purpose of 
paying preliminary and liquidation expenses, led the 
legislature to interfere. Section 4 of the Act of 1go0o, 
and section 1 of the Act of 1907, imposed restrictions 
which, in substance, were re-enacted by section 85 of 
the Act of 1908 requiring the “ minimum subscription ”’ 
upon which the directors might proceed to allotment 
to be stated in the articles and in the prospectus. 

These provisions were, however, rendered practically 
useless by the practice which grew up of fixing seven shares 
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as the minimum subscription. The banking view of this 
matter, as outlined above, was placed before the 
Company Law Amendment Committee 1925-26 appointed 
by Sir Philip Cunliffe-Lister, President of the Board of 
Trade, under the chairmanship of Mr. Wilfred Greene, 
K.C., and section 85 of the Act of 1908 is now repealed 
and replaced by the restrictions on allotment which are 
contained in sections 39 and 40 of the new Act of 1929. 

These sections provide that in future it will be 
necessary to state in a prospectus offering shares to the 
public for subscription particulars as to :— 

(A) The minimum amount which, in the opinion of the Directors, 
must be raised by the issue of those shares in order to provide the 
sums (or, if any part thereof is to be defrayed in any other manner, 
the balance of the sums) required to be provided in respect of each 
of the following matters : 

(1) The purchase price of any property purchased or to be 
purchased which has to be defrayed in whole or in part out of 
the proceeds of the issue. 

(2) Any preliminary expenses payable by the company, and 
any commission payable to any person in consideration of 
his agreeing to subscribe for, or of his procuring or agreeing to 
procure subscriptions for any shares in the company. 

(3) The repayment of any moneys borrowed uy t the company 
in respect of any of the foregoing matters. 

(4) Working capital. 

(B) The amounts to be provided in respect of the matters aforesaid 
otherwise than out of the proceeds of the issue, and the sources out of 
which these amounts are to be provided. 

Section 39 further provides that no allotment is to 
be made of any share capital of a company offered to 
the public for subscription unless the amount stated 
in the prospectus in the above-mentioned manner as the 
minimum amount which, in the opinion of the directors, 
must be raised in order to provide for such matters 
has been subscribed, and the sum payable on application 
for the amount so stated has been paid to and received 
by the company. 

The method adopted by the new Act is, therefore, to 
cast the responsibility in the first instance upon the 
directors to state the figure at which the minimum 
subscription should be placed, and then to prohibit the 
company from proceeding to allotment until that figure 
has been reached. To complete the plan and ensure 
that these regulations will be carried out, section 94 
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of the new Act of 1929 provides that a company having 
a share capital and having issued a prospectus inviting 
the public to subscribe for its shares shall not commence 
business or exercise any borrowing powers unless :— 

(A) Shares held subject to the payment of the whole amount 
thereof in cash have been allotted to an amount not less, in the whole, 
than the minimum subscription. 

(B) Every director has paid to the company, on each of the shares 
taken or contracted to be taken by him and for which he is liable to 
pay in cash, a proportion equal to the proportion payable on application 
and allotment on the shares offered for public subscription. 

(c) There has been delivered to the registrar of companies for 
registration a statutory declaration by the secretary or one of the 
directors, in the prescribed form, that the aforesaid conditions have 
been complied with. 


It should be added that section 39 only applies to 
companies which invite the public to subscribe for 
shares, and does not apply to private companies or to 
companies which, on their formation, do not invite the 
public to subscribe and file a statement in lieu of 
prospectus, unless and until these companies invite the 
public to subscribe. Further, it should be noted that 
it is no longer necessary to state the minimum subscription 
in the articles. 

This legislative change affords a striking illustration 
of the way in which the requirements and regulations of 
the business community ultimately become the law of 
the land, and of the way in which we live under a system 
of ‘‘ Government by consent ”’ in regard to such matters. 


FURTHER DISCLOSURE REQUIRED IN THE 
PROSPECTUS. 


The “‘ Greene’’ Committee reached the conclusion 
that the public is entitled to be told the facts which 
are obviously most relevant for it to know; that their 
suppression is calculated to mislead the unwary; and 
that, although instances may occur where non-disclosure 
might be justified in view of some exceptional circum- 
stances, even here the public has a right to full disclosure 
so that it can form its own judgment. The Committee 
considered that the practice of giving a statement of 
average profits or dividends over a period of years 
without a separate statement for each year was often 
calculated to mislead, and they recommended that 
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annual profits or dividends should be separately stated. 
Further, the practice of issuing “‘ abridged prospectuses ”’ 
with an application form annexed, or containing an invita- 
tion to subscribe, should be prohibited. 

Sir Philip Cunliffe-Lister, speaking in the course of 
the second reading of the Bill which became the Act of 
1928, took the line that no legislation could prevent a 
fool and his money being parted. All that could be done 
was to make sure that those were fools from whom 
money was parted upon such conditions as to ensure to 
others, in return for a much smaller subscription, the 
lion’s share of the profits and the absolute control of the 
enterprise. 

The requirements of the Act as to disclosures in a 
prospectus are now contained in section 35 and the 
Fourth Schedule, and the matters above referred to 
are now included in the statutory requirements. Thus, 
statutory condemnation of the practice of issuing 
‘“‘ abridged prospectuses ’’ now appears in section 35 (3) 
of the new Act, by which it is made “ illegal to issue any 
form of application for shares or debentures, unless such 
form is issued with a prospectus which complies with 
the statutory requirements.”’ This restriction is, how- 
ever, not applicable to such forms issued in connection 
with bona fide invitations to underwrite or in relation to 
shares or debentures not offered to the public. Further, 
any person acting in contravention of these provisions 
is made liable to a fine not exceeding five hundred pounds, 
subject only to the exemption from liability granted by 
section 35 (4) in regard to matters which are immaterial 
and to cases where the offender ought reasonably to be 
excused. From the point of view of an intending 
subscriber, the most important particulars required to 
be disclosed relate to the dates and parties to every 
material contract entered into, and the reports upon the 
business to which they relate. 

Further enactments, to be dealt with later, are intended 
to compel candour on the part of directors in dealing with 
the public; and there is good reason for insisting upon 
such candour, for the directors know all about the 
intended company, whilst the public knows only what 
the directors choose to tell it. 
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Bankers and the Law 


Registration of Charges and other Incidents 
affecting Land 


III 


T remains to treat of land held on registered title 
I and let us not forget to note the fundamental 

distinction between registry of ¢tle and registry of 
deeds. The deed registries of Middlesex and Yorkshire 
(excluding York City) and the London Registry of title 
are quite distinct things with distinct objects. The 
former—the local deeds registries—-do not confer title, 
which is still to be proved by deeds, as always. The Deeds 
Registry entries may affect title in the case of contending 
registrable interests by way of determining priority. 
But their function is to give public notice of creation or 
transfer of legal estates or charge and to establish a 
permanent public record of dealings with land to avoid 
the effects of loss of documents or fraud in their use. 
Nor are their entries compulsory. Non-registration does 
not prevent the legal estate passing and, as we have said, 
registration or non-registration can affect title only in so 
far as determining priorities between conflicting interests 
in the same parcel of land. 

As distinct from this the registration of title is 
intended to substitute a land certificate as one definite and 
complete document of title and to dispense with the 
series of deeds hitherto necessary and, where registration 
of title is compulsory (7.e., in London and Eastbourne), 
non-registration within the months of the transfer 
of an interest in land that has a registered title, precludes 
the legal estate passing. Although registered title is not 
the general rule, but only the exceptional case, the trend 
of modern land reform is to encourage and extend 
registration of title. We are moving towards a 
universal registration with a single land certificate as the 
deed of title although, so far, compulsion is only applied 
to London and Eastbourne, and voluntary registration of 
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title elsewhere has made but little practical progress. 
Even in the compulsory areas it is not all land that is 
actually on the register, although by cfflux of time 
that state of things cannot be far distant. For the 
moment, however, only land that has changed hands since 
1897 (in London) and since 1925 (in Eastbourne) is 
affected by compulsion. 

Moreover, compulsion applies to possessory title 
only and not to absolute title. Although, of course, as 
time goes on possessory emerges into absolute title. 
This distinction between absolute and possessory title is 
highly important for bankers to remember, inasmuch 
as a possessory title can be obtained on disclosing a title 
prima facie in order and does not guarantee really the 
solidity of the title prior to registration. Hence, it follows 
that were a Land Certificate presented as security for an 
advance and the registration was of a possessory title 
only, the banker would require the full title deeds as 
weli in order to ascertain the exact position of the title 
prior to registration. On the other hand, if the registration 
be absolute the Land Certificate is the title deed and 
renders the deeds on which title was made out for absolute 
registration unnecessary. Their only use would be to 
ascertain any details as to some minor incidents such as 
easements, rights of way, precise covenants (of effect 
indirect to title) and so on. The notion of a complete or 
absolute registration of title is, of course, that the Land 
Certificate should be a copy of the register relating to the 
land containing all registrable charges and_ incidents 
affecting it and, if up to date, it should do so. Even then 
one must remember in such cases as call for care in that 
direction that the Local Land Charges Registers in the 
various counties and districts (which we explained last 
month) do not find a place on the certificate issued by 
the Land Registry of Title. 

Subject to these qualifications, however, the Land 
Certificate, if absolute title is registered, is a complete 
security and takes the place of the old deeds. And as 
for most of the registrations of charges and incidents 
the production of the Land Certificate is necessary, 
the possession of that certificate by the bank protects 
thern. The few incidents that can be registered without 
production of the certificate—for instance, a creditor’s 
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notice, where there is a petition of bankruptcy against 
the registered proprietor is a risk that can be obviated 
only by search, and one would assume that the counsel 
of perfection for the banker, relying on a Land Certificate 
as security, is to make periodic searches on the occasion 
of his periodic inspection of securities. 

As with title deeds so with Land Certificates, one 
can imagine a dishonest person attempting to deal with 
his land by a pretence that he has lost, or accidentally 
destroyed, his document of title. Any risk such as this 
is avoided if the banker himself enters on the register 
a notice of the deposit of the Land Certificate. Such 
a notice entitles him to notice of any such attempt 
or of any attempted dealings and is of general value 
as will readily be seen. This notice is generally con- 
sidered a prudent and proper accompaniment of a Land 
Certificate as security. 

If a legal mortgage of registered land is to be taken, 
the instrument of charge and the Land Certificate are 
both lodged at the Registry and a Charge Certificate 
issued to the mortgagee. This will, of course, be effected 
by the bank’s solicitors. We are mainly concerned here 
with the ordinary mortgage by deposit of the Land 
Certificate and protected, as suggested above, by notice 
of the deposit being entered at the Land Registry. 
To avoid any confusion, let us remind ourselves that 
with land held on registered title there is no duty to 
register with the Land Charges Registers, explained in 
our first article, which apply only to unregistered land. 
And one may add that any registered land title in the 
area of the Middlesex or Yorkshire Deeds Registries are 
outside the scope of such registries. Indeed, once we 
are dealing with registered land, we depend entirely 
on the registered title and the charges and incidents 
thereon registered with the sole exception of the Local 
Land Charges by public authorities, etc. 

Here again, however, a word of caution is advisable 
as to the ordinary bargain between a banker and the 
depositor of a Land Certificate as security for advances. 
If the terms of deposit, as they usually do, provide for 
further and subsequent advances from time to time, 
how does the operation of the combined ruling in 
Hopkinson v. Rolt and Clayton’s case affect the situation 
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as regards registered land? Whenever a second or 
subsequent charge is made on registered land, the 
subsequent chargee, to protect himself, has to seek 
registration of it in some form or other, and the banker 
holds the Land Certificate or, if it be a legal mortgage, 
the Charge Certificate. It is then the duty of the registrar 
to give notice to the prior mortgagee who holds his 
security to cover further advances. No second charge 
can affect the banker, in such circumstances, as regards 
any further advances made before the notice sent by the 
registrar would reach him in the ordinary course of the 
post. But the banker then has notice of the subsequent 
charge on the same land and will act just as he would 
in the case of unregistered land, and rule off the account, 
for notice would postpone any security as regards 
advances made after the notice. Either with registered 
or unregistered land the general rule as to notice, in this 
respect, applies. 

In the early days of registration we believe it was the 
custom to take a charge by way of mortgage by ordinary 
mortgage deed quite apart from the Land Registry. That 
can still be done although its practical utility may be 
questioned. In cases of building estates being laid out 
and different parts are required to be released from time 
to time, as and when sold, an immediate registration of 
the whole charge, with many subsequent alterations, 
might conceivably be an awkward manner of proceeding. 
If desired, therefore, an ordinary mortgage deed may be 
entered into for the whole amount to be advanced as 
though the land were not registered. You do not get the 
legal estate by that, but provision is made for protection 
of such a mortgage by entering on the register what is 
called a special caution. The effect is that the special 
caution fixes the date from which the mortgage operates 
as a registered charge if, afterwards, during the existence 
of the special caution, you desire to enforce and realize 
the charge. In such event, it would then be entered as 
a registered charge to date from the date of the caution 
notice. Apart from any special case, such as this, however, 
charges on registered land should be effected in the 
ordinary modes already indicated. 

As to searches for other incumbrances or incidents 
affecting registered land, it is a much simpler process 
















ee ee gE ee 





BANKERS AND THE LAW 31 


than in the case of unregistered land. For the Land 
Certificate is supposed to be a complete copy of the 
register. If the banker has that certificate, most of the 
charges and incidents that really count can be made 
only on its production. As to the others, the certificate 
exhibits the date of its last making up and bankers can 
decide for themselves at what intervals they will 
ascertain if it be up-to-date and have it added to when 
necessary. If the certificate be produced from time to 
time and entered up-to-date it is a safe statement of the 
incidents affecting the land in question. In any 
emergency the fact of whether or not there are any entries 
on the register subsequent to the last making up of the 
certificate can be ascertained by telegram or telephone 
and if there be such, a search at once made. 

We ought to make a special reference to the case of 
bankruptcy of a registered proprietor. Until the regis- 
trar has registered a creditor’s notice in the charges 
section of the Land Registry—whatever may appear on 
the Land Charges Register applicable to unregistered 
land—a bankruptcy petition is not a notice of an act of 
bankruptcy to a purchaser for value. When a receiving 
order is made the registrar registers a bankruptcy 
inhibition, after which, so long as the inhibition remains, 
no dealing with the land is permitted until the official 
receiver or trustee in bankruptcy is registered in place 
of the debtor. It is not necessary in the case of registered 
land to search the Land Charges Register affecting 
unregistered land. 

The complication of the present dual system of 
registered and unregistered land is felt mainly, of course, 
in dealing with London land. As the system of regis- 
tration spreads—if it does spread to any extent—the 
general nuisance of the dual system would soon force 
us into universal compulsory registration. There can 
be little doubt that as time went on this system would 
lead to simplification although, in the transition period, 
it is, to say the least, very trying and puts upon the 
securities department of banks much extra anxiety and 
careful work to minimize the risks. At least, as regards 
land with registered title in London, we are relieved of 
any complication with regard to the Middlesex Deeds 
Registry, and in Yorkshire the same applies. 








THE BANKER 


Indian Treasury Bills 
By Our Indian Correspondent 


N view of the apparent inconsistency between the state- 
ment of the Honourable Finance Member (Sir George 
Schuster) in his Budget speech in March last, 

that it was his desire to dispense with Treasury Bills 
as a permanent feature of the Indian money market, 
and the recent issue of such bills in large amounts, 
it may be of interest to consider briefly the history of 
Indian Treasury Bills and the controversy which has 
resulted from time to time on this subject. It seems 
almost inevitable that, so long as the Government of 
India is the principal currency authority and the con- 
trolling influence in the money and exchange markets, 
its actions will, as a rule, invite criticism from one source 
or another. In the matter of Treasury Bills much 
criticism has been forthcoming in recent years on the 
grounds of the repercussions on the regular Government 
Security market and the doubtful advantage to exchange. 
Before dealing with these objections it may be well to 
consider the origin of the issue of Indian Treasury Bills 
and how they have acquired their manifold influence. 

They were first issued in 1917 under the stress of 
war finance and, at this time, were looked upon solely 
as a means of replenishing Government balances. The 
extent to which Government availed itself of this form 
of finance may be gauged from the fact that the Bills 
outstanding at the end of each of the four years 1917-18 
to 1920-21 were about Rs. 43 crores, while a maximum 
figure of Rs. 61 crores was reached in May 1921. Need- 
less to say this large amount of floating debt was a 
source of considerable embarrassment to the Government, 
and determined steps were taken in the three following 
years to fund or discharge it. This was achieved in 
July 1924. 

In addition, however, to the issue of Treasury Bills 
for ordinary ‘‘ Ways and Means” operations, there 
was a further issue in connection with the Currency 
Department commonly known as the issue of ad hoc 
securities. This commenced in 1918 and reached a 
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maximum of Rs. 61} crores at the end of 1920-21. 
In ordinary language, though the term is now associated 
with all that is evil in currency control, it amounted 
to inflation pure and simple. The Treasury Department 
of Government merely issued promises to pay to the 
Controller of the Currency and received currency notes 
in exchange. Part of this amount was necessitated by 
the revaluation of the gold assets in the Paper Currency 
Reserve, when the exchange value of the rupee was 
fixed at two shillings gold as against the former one 
shilling and fourpence. The alternative would have 
been to cancel about Rs. 18} crores of currency notes— 
obviously an impracticable proposition. The major 
portion of the ad hoc issues, however, was issued 
to replenish Treasury Balances, depleted by revenue 
deficits and losses on the sale of Reverse Councils. 
The outstanding figure was reduced to Rs. 494 crores 
by the end of 1924. A further Rs. 94 crores was can- 
celled on the revaluation of the rupee at one shilling 
and sixpence on ist April, 1927, and additional can- 
cellations were effected during the same year and the 
outstandings on March, 1928, were about Rs. 32 crores. 

During the year 1927-28 it was decided to re-introduce 
the sale of Treasury Bills, the stated object being to 
improve the financial facilities in the money market, 
to check seasonal fluctuations in the market for Govern-. 
ment securities, and to save interest charges by reducing 
the average Government balance. This was the first 
occasion on which Treasury Bills were issued not only 
as part of the “Ways and Means” programme, but 
as a means of influencing money conditions. They 
failed in their object in the year under consideration 
owing to the fact that the amount realized by the rupee 
loan was not up to expectations: and Treasury Bills. 
(as shown by the Annual Currency Report, 1927-28) had 
to be issued in larger amounts and at higher rates than 
were contemplated. 

The question them arose and is still occupying the 
minds of interested students of Indian finance as to what 
extent the Government is justified in endeavouring to 
make these bills a dynamic factor in the control of the 
Indian money and exchange markets. Owing to the 
seasonal nature of the trade of India, involving a heavy- 
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demand for currency for the financing of crops between 
December and April each year and a rapid return of 
rupees to the Presidency headquarters from May to 
October, the money markets suffered for many years 
from extreme stringency for a few months to a plethora 
of funds for the other months. Bank rates varied from 
g per cent. to 3 per cent. year by year, and even after 
the creation of the Imperial Bank of India in 1921 there 
was not the improvement which had been hoped for 
in the stabilization of money rates throughout the year. 
It was argued, therefore, that if Government removed 
the surplus funds by means of Treasury Bills repayable 
in the busy season the innovation would be for the benefit 
of the financial community generally; and the removal 
of large fluctuations in the value of money would create 
confidence and stimulate trade. Unfortunately, on too 
many occasions, Treasury Bills have fallen due for repay- 
ment at a time when Government balances were unable 
to meet them and the only alternative has been to renew 
them at a heavy cost. They have thus proved to be an 
embarrassment to Government and a bugbear to the 
market, for Government has had to compete with the 
banks for available funds, and this has forced money rates 
up to high levels which have been detrimental to trade. 

A further theoretical advantage claimed for Treasury 
Bills is that, if India is to have a Central Reserve Bank 
and an up-to-date system of credit control, such bills 
will be of tremendous value on the money market as they 
will be readily re-discountable and will probably form 
the foundation of a bill market, passing freely as the 
most convenient form of inland negotiable instrument. 
In actual practice, however, it has been found that the 
re-discounting of Treasury Bills is difficult and expensive. 
As already pointed out, they have usually been issued at 
rates higher than those allowed by the banks and therefore 
have been a short term investment which has been allowed 
to run its course. It has generally been cheaper for a 
holder of Treasury Bills to take a temporary loan against 
the security of the bills rather than re-discount them. 

As to whether Indian Treasury Bills will ever function 
as a regulator of the money market, and as the basis 
of a discount market, it may be stated with confidence 
that, until the rate of discount is less than the open 
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market rate of interest for corresponding periods—.e., 
until they cease to compete with banks for money which 
would normally go to the banks for purposes of financing 
trade—this will not occur. 

It remains to consider briefly their effects on the 
exchange market, as it appears to be one of the objects 
of the recent issue to attempt to give a stimulus to 
exchange and thereby facilitate Government remittances 
during the current financial year. This aspect of the 
question is beset with difficulties, as the Indian markets 
react very slowly to the normal causes of price and 
exchange movements. It may be taken as axiomatic 
that contraction of the currency must ultimately involve 
contraction of credit, a fall in prices, an improvement in 
exports and a stronger exchange. But, apart from the 
exaggerated time-lag in economic cause and effect in 
Indian conditions it is impossible to assume the necessary 
ceteris paribus, and in so many cases other things do 
not remain unchanged. Contraction of currency was 
effected on a large scale in 1926-27 by the cancellation 
of ad hoc securities in the Currency Reserve, and the 
process is being continued in the current vear: but this 
policy involves complications in the ‘“‘ Ways and Means ”’ 
programme of the Government. It is obvious that 
Government cannot cancel’ a Treasury Bill in the 
Currency Reserve without ultimately finding the money 
from elsewhere. For this reason the policy of manipula- 
tion by means of ad hocs is open to serious objection. 
During the current year, for instance, the rupee loan fell 
short of anticipations by about Rs. 5 crores in cash 
subscriptions. The issue of Treasury Bills to make up 
this shortage therefore became necessary, and the Finance 
Member had no option but to go back on his hopes that 
he would avoid further issues. But by the cancellation 
of ad hocs corresponding amounts must ultimately be 
borrowed from the market to make good the gap in 
Government balances. This creates an element of 
uncertainty in the money market which reacts unfavour- 
ably on Government securities in general and, by making 
banks reluctant to operate in forward exchange, impedes 
legitimate business. It is no use denying the fact that 
contraction or expansion of currency by means of ad 
hoc Treasury Bills is nothing but deflation or inflation 
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of the most empirical type, and grave objections may be 
expressed whether Government is ever justified in using 
this crude method of control in order to strengthen a 
weak exchange market for the benefit of its ordinary 
remittances. One is driven to the conclusion that, in 
so far as the issue of Treasury Bills is concerned, Govern- 
ment would be well advised to restrict them to their 
recognized purpose, namely, to bridge gaps between the 
revenue seasons during a financial year, and not to 
attempt to utilize them as a dynamic lever for currency 
and exchange control. 





The Relation of Canadian Banking 
to Industrial Development 


By a Canadian Correspondent 
(CO tion of € banking svstem dates back to the founda- 


tion of the Bank of Montreal, just 112 years ago. 

Although that may seem a short period when 
compared with the banking systems of Europe, yet it 
covers the entire evolution of this country from the 
time when its industries were confined almost entirely 
to the production of fur and lumber, down to the present, 
when it is looming on the horizon as an industrial 
country of world-wide importance. The fact that there 
was no domestic currency, and that domestic trade was 
largely on a barter basis, induced a small group of 
Montreal merchants, in 1817, to form a bank. As these 
merchants were mostly of British origin, with a pre- 
dominating Scotch element, they followed British models 
in many respects, and more particularly in an almost 
immediate resort to branch banking, which, being 
followed by the other banks as they were established, 
was to prove of incalculable benefit in later years in 
giving fluidity to the limited capital of the country 
and stability to the entire banking structure. 

From the very first, the Canadian banks have been 
pioneers in Canadian business and in assisting the 
development of Canadian industry, and their policy 
in this direction was never more keen and enterprising 
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than at the present time. As an illustration of this, 
take the part banking has played and is still playing 
in one of the earliest industries of the country—the 
production of lumber. Suppose that a firm of lumber- 
men has most of its capital invested in sawmills and 
timber limits. As the winter approaches, the firm 
arranges with its bank for a line of credit for forest 
operations, to be utilized over a period of about five 
months. For each advance that is made, a formal 
undertaking is given to furnish security on the logs 
and lumber to be created. First, the firm buys and 
sends into the forest supplies for the lumbermen or 
shantymen, and also equipment required in the opera- 
tions. Then the shantymen arrive and proceed to 
build their log shanties. By this time the snow is on 
the ground, enabling them to transport the logs as they 
are cut to the nearest ice-covered river or lake. This 
process continues through the whole winter, until perhaps 
the end of March, the firm receiving further advances 
from time to time from the bank. Then with the thawing 
of the ice, this stage of the operations ceases. Some of 
the men are paid off, while the remainder drive the logs 
down the rivers to where the mills are situated, fifty, 
one hundred, or perhaps two hundred miles distant. 
The logs arrive probably in June, and the undertaking 
referred to is then supplemented by a security receipt. 
As the logs are converted into lumber and sold, the bank 
is repaid, but only by a gradual process, as one season’s 
operations almost invariably overlap those of another. 

Another illustration is furnished by the grain in- 
dustry, which, though comparatively modern, is now 
the country’s greatest single industry. The financing 
of the great cereal crop of the West imposes a problem 
of first magnitude upon the banks, yet so well is the 
system organised that this is done without any undue 
strain and without unduly restricting the requirements 
of other industries. In order to pay the farmer, the 
grain dealer borrows from the bank on his local elevator 
receipt. Presently, when the grain is being moved to 
the seaboard, the railway bill of lading takes the place 
of the receipt. The bill of lading is later exchanged 
for a terminal elevator receipt, which, in due course, 
is exchanged for a lake and ocean bill of lading. This 
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accompanies the draft drawn on the firm abroad to 
whom the grain is sold, and from the proceeds of it 
the bank is reimbursed. 

These illustrations are characteristic of the country’s 
banking enterprise; for in practically every industry the 
saine close connection with industrial effort is observed. 

One of the primary needs of Canada has always 
been the provision of adequate means of transportation 
for the exploitation of the varied resources scattered 
over its vast territory. Prior to the railway era, the 
building of canals was made possible by the co-operation 
of banks, and later, when the various colonies were 
united in the Dominion of Canada, the oldest bank in the 
country gave financial backing to the building of the 
Canadian Pacific Railway—-the country’s first trans- 
continental railway system, and the primary factor 
in the settlement of the Western Prairies and subsequent 
progress. This banking support was given at a time 
when the project was viewed with grave misgiving, 
both as to the feasibility of the plan itself, and as to 
the value for agricultural and industrial purposes of 
the country through which the line was _ projected. 
Thanks to the loyal and unswerving banking support, 
the project was completed and the greatest transporta- 
tion system in the world evolved from it. It has been 
said with good reason that no bank has ever rendered 
so great a single service to any country as was rendered 
to Canada by the Bank of Montreal in supporting by 
its resources the building of the Canadian Pacific Railway. 

At the present time practically all the banks in 
Canada maintain special departments for assisting in 
the development of business enterprise, and, as banking 
competition is keen, worthy enterprises are assured 
of the fullest possible co-operation. In this connection 
the-banks associate themselves readily with all pioneering 
effort, and in practically every centre of activity, agri- 
cultural or industrial, banking accommodation is avail- 
able. Remote hamlets that under a svstem of inde- 
pendent banks could not possibly support a bank of 
their own have one or more branches of the great banks, 
with full service available. Not only indeed do the 
banks follow settlement, but they often precede it. 
Thus it is not at all uncommon for banking men to 
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take part in a rush to a new mining area, hauling in a 
safe and a tent by dog-team and opening up for business 
while the new mining area is still in the prospecting stage. 

Similarly, wherever other industrial developments 
are foreshadowed, branch banks are practically the 
first business houses to be established on the site of 
the future operations. Many instances could be quoted, 
and perhaps the most recent example is in connection 
with the Hudson Bay Railway. When Frederick Palmer, 
the English expert employed by the Dominion Govern- 
ment, reported in favour of Fort Churchill as the terminus 
of the proposed railway instead of Port Nelson, the 
site originally selected for the purpose, several of the 
leading banks immediately prepared for the establish- 
ment of branches at that bleak and unoccupied part 
of the shores of Hudson’s Bay, and already one bank 
is established and in full operation. 

These instances indicate the spirit dominating Cana- 
dian banks. The banks penetrate all parts of the country 
where industry has entered and provide, on the spot, 
the means of financial support best calculated to promote 
the interests of the industry concerned. As a result, 
at every point in Canada to-day where there is promise 
of agricultural, mining, or manufacturing activity there 
is at least one branch bank—and perhaps several— 
prepared to give banking facilities equal to all require- 
ments. 


Australian Exchange Position 


The recent issue of {5,000,000 of Treasury Bills by 
the Commonwealth of Australia was designed to supply 
funds to compensate for amounts which had previously 
been spent, and it was therefore necessary to cover up 
to this amount. Owing to the state of the exchange, 
however, it was not practicable to make remittances 
from Australia without depressing the exchange still 
further, and it was therefore necessary to obtain accom- 
modation in London. The issue itself not having 
corrected the exchange position, resort will be had, if the 
need arises, to shipments of gold additional to that which 
is shortly due to reach England. The beginning of the 
export season may, however, render this step unnecessary. 

YD 2 
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Banking and Trade in New 


Zealand 
By Hon. W. Pember Reeves 


(Chairman of the National Bank of New Zealand) 


HEN in January 1840, New Zealand became a 
British Colony the settlers who began to arrive 


in shiploads were mainly colonists selected by 
the New Zealand Company. That body was determined 
that its settlements should, from their very beginnings, 
contain the elements of civilized communities. They 
therefore—at the suggestion, I imagine, of Gibbon Wake- 
field—invited the Union Bank of Australia to extend its 
operations to the half-known archipelago. The Union 
Bank, filled with the enterprise of youth—its prospectus 
was dated September 1837—had the courage to go there 
and to remain. In June, 1840, its directors opened a 
branch in Wellington and in that humble wooden edifice 
the business of banking in New Zealand began. If we 
could have access to the books and papers of the little 
office for the years between 1840 and 1850 they would 
probably throw some interesting light on the vicissitudes 
of finance and commerce in the poverty-stricken, officially- 
snubbed, earthquake-shaken settlements round Port 
Nicholson. Perhaps it was fortunate that the Union 
Bank did not depend on New Zealand for its revenues. 
At any rate it did not withdraw from the distracted 
young country, and the small office in Wellington became 
the centre of the scores of branches and agencies with 
which the Union Bank has since dotted our map. 

The first bank, therefore, to open in the future 
Dominion was Australian, and from then until now 
Australian banks have continued to conduct a large 
share of our banking business. At the present time, 
out of six banks of issue empowered to operate in the 
islands, four are Australian. One of these, The Com- 
mercial Bank of Australia is, by comparison, a new comer. 
The remaining two, the Banks of New South Wales and 
of Australasia, have been established amongst us for more 
than two generations. The example of the Union Bank 
was not followed by any of its competitors for more than 
twenty years. The progress of New Zealand—especially 
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in the North Island—was slow and difficult, and it was 
not until 1862 that the Bank of New South Wales— 
tempted, I suppose, by the gold discoveries in Otago and 
Westland—took steps to establish itself across the Tasman 
Sea. Founded in 1817, and now, therefore, the oldest 
surviving Australian Bank, its officers could recall the 
days when the balance-sheets were made out in Spanish 
dollars, the most popular Australian currency in Crown 
Colony times. By 1862 it was a poweriul financial 
institution, and its extension to New Zealand was a 
tribute to the growing importance of the Islands. Further- 
more its example seems to have stimulated the Bank of 
Australasia to take the same step at a short interval, for 
that well-known Company opened in New Zealand in 1864. 

Meanwhile the New Zealanders, themselves, had 
decided in the town of Auckland to found the Bank that 
was destined to take and keep the lead in the financial 
business of their country. In July 1862, the empowering 
Act of the Bank of New Zealand was passed; its pro- 
moters went to work without delay, and its progress from 
the very first was extremely rapid. Among its founders 
and directors in its early years were men actively con- 
cerned in politics, who were able to secure for the new 
enterprise the valuable account of the New Zealand 
Government, as well as those of several provincial 
councils. Thus its prestige was considerable almost from 
its birth. Its directors and managers pushed their 
business with the utmost energy, and were undoubtedly 
helped by the sympathy felt by the public for an enter- 
prise which was identified both in name and fact with a 
colony which had achieved sufficient progress to begin 
to have some confidence in itself. 

In 1873 another bank was established for the special 
purpose of financing New Zealand trade and industry. 
Unlike the Bank of New Zealand, this younger concern 
had its headquarters in London. But it began by 
absorbing a New Zealand concern, the small Bank of 
Otago, and has confined itself, as a matter of policy, 
almost entirely to New Zealand business. To that extent 
it has justified its titlk—The National Bank of New 
Zealand. Almost half its shares are held by New 
Zealanders. It is interesting to note that two of the 
original Directors of the National Bank were Mr. Brodie 
Hoare of Lloyds Bank Limited and that well known New 
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Zealand pioneer, Sir Charles Clifford. Investors connected 
with the Dominion also, I believe, hold considerable 
interests in the Australian banks operating in their country. 

By 1874, therefore, five of the six companies, among 
which the banking business of the Dominion is now 
divided, were at work and could afford full facilities for 
financing trade and production. For a time all went 
well. The wars with the Maori were at an end and the 
policy of borrowing by the Government to construct 
railways and other public works poured millions into the 
settlements. Production was stimulated and, so long 
as prices held, hope ran high and prosperity reigned. 
But in 1879, coincidently with the fall of the Glasgow 
Bank, a long period of depression, lasting with little break 
until the end of 1895, set in. After a while the failures 
and embarrassments of customers inevitably reacted on 
the banks. The National Bank had to go through 
processes, amounting in effect, to the writing off of half 
its paid-up capital. Years of careful management were 
needed to restore it to full strength. In 1885 the position 
of the Bank of New Zealand caused sufficient uneasiness 
to lead to the appointment of a shareholders’ committee 
of enquiry and to heavy drawing on the bank’s reserves. 
A more serious crisis came in the years 1894 and 1895, 
after the Australian banking panic of 1893 had shaken 
British confidence in Antipodean finance. One New 
Zealand institution, the Colonial Bank, which had done 
a considerable business for twenty years, was unable to 
carry on. The better part of its business was taken over 
by the Bank of New Zealand; the remainder was officially 
liquidated. Meanwhile the Bank of New Zealand was 
taken in hand by the legislature, and by a skilful scheme 
of reconstruction set on the road to complete recovery. 
The outcome of the statutory arrangement was a partner- 
ship between the Government and the shareholders of 
the bank which, with some amendments, has to all 
appearances worked smoothly and still exists. The 
process of clearing the bank of its difficulties was lengthy, 
but it was honestly—indeed admirably—carried out. Its 
depositors and customers suffered not at all. The tax- 
payers of the country, so far from losing by becoming 
guarantors and partners, found as time went on that 
their Government had made an extremely profitable 
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investment. Even the shareholders had their loss 
lightened somewhat and those of them who were able 
to hold on found their shares once more valuable. It is 
but truth to say that for a generation the Bank of New 
Zealand has gone on from strength to strength. Its 
paid-up capital now amounts to £6,858,000.. Its pub- 
lished reserves and undivided profits exceed £4,000,000, 
and its inner reserves are sure to be substantial. The 
book value of its premises, moreover, looks distinctly 
conservative. The profits on the operations of the year 
to March 31 last amounted to 912,953. Out of 
these the Government received £244,433, the share- 
holders £570,459. The former of these sums is not 
all that the Treasury takes from the bank. Unlike a 
purely State institution the bank pays rates and taxes, 
amounting to no less than £334,000. The deposits are 
about £34,000,000 against advances of about £23,000,000. 
Did space allow, other favourable features in the balance- 
sheet might be pointed out. Altogether I can but say 
that if there is anywhere among British Overseas Banks 
a sounder and more prosperous concern I do not know it. 
I have dwelt upon its affairs in this article partly because 
it transacts not much less than half the banking business 
of New Zealand, and partly because I know of no other 
case of a financial institution owned and managed in 
quite the same way. The Government owns one third 
(£2,109,000) of the share capital and nominates four 
directors—a majority. It also appoints the auditors. 
When the partnership was arranged, thirty-four years 
ago, the gloomiest predictions were indulged in. One 
of the commonest was that the bank’s affairs would be 
exposed to political interference if not positive espionage. 
So far from this, however, for a long time such criticism 
as one has heard about the relationship has taken the 
form of complaints that the bank has too much influence 
over the Treasury. Speaking for myself I do not believe 
this though I write without any sort of inside knowledge. 
Last year the Chairman of the Bank of New Zealand, 
speaking to his shareholders, dismissed as “a fantastic 
thought” the notion that the Government would play 
into the hands of the associated banks to the detriment 
of the community. On the other side the Minister of 
Finance, Mr. Downie Stewart, scouted the suggestion that 
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the Government should direct the bank what to do. He 
said in parliament that he felt justified in making repre- 
sentations to the nominees of the Government on the 
Board. Having made these he felt it right to leave 
those gentlemen to take their own course. As a broad 
statement I think it true to say that there is probably 
no part of the Eimpire where banks meddle less with 
politics and have less political influence than in New 
Zealand. When George Augustus Sala visited Australia 
in the eighties he described what he found there as 
‘““ Democracy tempered by the Banks.”’ If Democracy 
is tempered in New Zealand it is not by the banks: it is 
by education and a high standard of comfort. 

There are several reasons why our banks keep clear 
of politics. One of these is that only one bank has its 
headquarters and its board of directors in the Dominion. 
And of these, a majority consists of government nominees 
who are probably somewhat anxious to avoid the least 
suspicion of political bias. The six banks have a com- 
mittee which meets in Wellington for the discussion of 
rates and other matters of common concern. The 
members are managers or inspectors of long service 
traditionally averse to mixing themselves or their in- 
stitutions with political controversies, and _ desiring 
nothing better than that politicians shall let their 
institutions work without interference. 

A redeeming feature of the troubled years ending 
with 1895, was that the three Australian banks established 
in New Zealand, had weathered unshaken the Australian 
banking crisis of 1893. The strength they showed in 
that great crisis had undoubtedly been of benefit to the 
Colony. Nevertheless, only a very sanguine banker 
could have hoped at the beginning of 1896 that a long 
period of almost unchequered prosperity was then 
opening. But the eighteen years from 1896 to 1914 
were a golden age for New Zealand—and incidentally 
for the five banks of issue. Taught by past experience, 
their management was prudent and their strength and 
range of business at the outbreak of the War had become 
greater than formerly. At the end of March, r1gr4, 
their deposits stood at {24,000,000, and their advances 
were {23,668,000. The external trade which they had 
to finance had swollen proportionally; it exceeded 
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£45,000,000. These were respectable figures before the 
era of inflation, war prices, and gigantic war loans. The 
War brought its anxieties. The banks were compelled 
to subscribe heavily to patriotic loans. Inflation meant 
pressure for swollen credits. Interference with, and 
delays in oversea trade had to be faced. Bank notes 
were declared legal tender, and gold was commandeered. 
A moratorium was granted to mortgagors. Still the 
banks were equal to their responsibilities, and when the 
War ended, they had come through well. 

Unfortunately war prices and State borrowing and 
spending both during hostilities, and afterwards, made 
many New Zealanders lose their heads. Speculation 
in various forms, but chiefly in the shape of wild buying 
of land with borrowed money at insane prices became 
rife. Then in 1920-21, came the collapse. In New 
Zealand, the swiftness of the change was extraordinary. 
When the prices of exports fell, importers had no chance 
to countermand orders which English sellers hastened 
to execute. In the calendar year 1920, New Zealand 
was an unwilling importer of {61,500,000 of goods. 
Next year this figure fell to £42,700,000, and in 1922, to 
£34,800,000. Exports less sensationally fell in the two 
years from £46,400,000, to £42,700,000. Exporters had 
to face lower prices and speculators in land were con- 
fronted with ruin or at least long years of embarrassment. 

The banks did their best to meet the crisis. The 
avalanche of English exports involved a stream of bills 
pouring into their London offices, from August to 
January; while to get funds across from New Zealand 
became more and more difficult except at prohibitive 
rates. I need scarcely remind readers of THE BANKER 
that Australian banks—indeed Overseas banks generally 
—were confronted with the same problems. Fortunately 
New Zealand importers are honest. They accepted the 
goods consigned to them, and paid for them as soon as 
they could arrange to do so. The losses on bills made by 
the banks during those extraordinary months were 
negligible. Their more serious risk was the pressure 
for increased advances. To this they had to respond, 
and did. In the March quarter of 1920, their deposits 
in New Zealand had been £50,665,000, and their ad- 
vances slightly more than £32,000,000. A year later, 
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their deposits were {3,500,000 less and their advances 
over £20,000,000 more. Twelve months later still, in 
March, 1922, the advances were reduced by about 
£6,000,000, but the deposits had fallen further by nearly 
£7,000,000, and were more than {10,000,000 below 
the figure for March, 1920. This meant that whereas 
the banks had in the year last named an excess of 
deposits of more than {£18,500,000, in the two subse- 
quent years they were lending in advances more than 
their entire deposits—both interest-bearing and other. 
English bankers may be appalled by such proportions. The 
explanation—apart from the special crisis—is that there 
is no short money in New Zealand, and the banks have to 
use their money in advances. They safeguard them- 
selves by making loans in such a way as to avoid, as far as 
possible, the danger of sudden calls on their resources. 
Their share capital and reserves are also usually very 
large in proportion to their deposits. 

I may here without irrelevance say something on the 
problem of financing the external trade of the Dominion. 
This is now very large, partly owing to inflation, but partly 
also to a genuine increase in production. In the calendar 
year 1928, the total of exports and imports taken together 
slightly exceeded £101,000,000. Seventy-two per cent. 
of the exports went to Great Britain : forty-seven per cent. 
of the imports came thence. Much of the trade with 
other countries has, first and last, to be financed in 
London. This considerable task is not made easier by 
the fact that the external trade of New Zealand is em- 
phatically seasonal. The exports, mainly primary pro- 
ducts, pastoral and agricultural, are shipped between 
November and June. On the other hand, the brisk 
months of the import trade are from August to December. 
At one period of the year the banks must have ample 
funds in London; at another they want their money at 
the Antipodes. The heavy borrowings of Australian 
and New Zealand governments and local bodies in 
England and the correspondingly heavy interest pay- 
ments they have to make in Lor:don combine to produce 
a complication. Another is supplied by the action of 
certain firms and companies who, while they look for 
accommodation from the banks promptly and at all 
times, consider themselves justified in giving the banks 
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as little of their exchange business as they can, leaving 
them, to that extent, to make bricks without straw. The 
problem of exchange and of the transmission of money 
from one end of the Empire to the other is almost con- 
stantly present and calls for patience as well as skill. 
This helps to explain the fact that the rates of exchange 
between London and the Dominion and vice versa vary 
more frequently than the rates on deposits and advances 
charged in the Dominion itself. The latter are more or 
less stable. For example the auditor of the Bank of New 
Zealand has pointed out that the rate of interest earned 
by that bank on its interest-bearing advances in each 
of the five years ending with March, 1897, 1907, 1914 and 
1927, varied between a maximum of 6°67 in the last year 
and5°79gin 1907. Thisindicates a measure of uniformity. 

To return to the position in New Zealand. Since 
1921, there has been nothing deserving the name of a 
trading crisis. But there have been fiuctuations of 
prices, periods of depression—notably one lasting from 
November, 1925, to November, 1927—and much com- 
plaining, especially from farmers, many of whom have 
paid too much an acre for their land or bought 
more land than they could pay cash for—or both. Asa 
rule the banks kept clear of financing the land speculation 
between 1912 and 1921. The result is that, while I 
should put the indebtedness of the rural population at 
quite £140,000,000, I should estimate that not more than 
about one ninth of this is owing to the banks. Nor 
have they—so far as J] am aware—much land thrown 
on their hands in connection with bad accounts. They 
may claim with justice that they are in no way responsible 
for the evil results of land speculation or for purchases 
of farms not meant to be speculative but which turned 
out to be unfortunate owing to miscalculation of the 
value of the farm as a profit-yielding investment. I 
should like to observe further that farming in New Zea- 
land is, when embarked on prudently by men having 
an adequate amount of skill, capital, and local knowledge, 
a hopeful and profitable industry. broadly speaking, 
the farmers who acquired their land before the year Igro, 
or thereabouts, or who have inherited land acquired 
before that date, are solvent—and usually much more 
than solvent. Nor is embarrassment among the others 
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universal though its existence can by no means be 
ignored. 

In 1927, the associated banks had a skirmish with 
public opihion. A recurrence of trade fluctuations had 
caused advances in 1926 to exceed deposits by nearly a 
million. In March, 1927, the excess had risen to 
£5,250,000. The value of exports had fallen by 
£10,000,000 in one year, (1926), and imports had not 
similarly contracted. There was an excess of imports 
amounting to £4,600,000. The banks had had enough 
of such disparities. The aftermath of 1920 was still 
fresh in their minds. They therefore raised the rate on 
advances from 64 to 7 per cent. At the same time, in 
order to attract funds, they raised the rate on two-year 
deposits to five per cent. The results were remarkable. 
In the March quarter of 1928, deposits exceeded ad- 
vances by £3,888,000. By next March the excess rose 
to almost {9,000,000. The change in external trade 
corresponded. In the calendar year 1928, exports were 
more than {11,000,000 above imports. I need scarcely 
observe that the banks were not thanked for their action. 
They found, indeed, economists daring enough to defend 
them. But in parliament and outside their critics were 
many. About the middle of 1928, the new rates on 
advances and deposits, having done their work, were 
dropped. But dissatisfaction has taken the form of 
proposals to establish new banks. Of these, there are 
now three on the ¢fafis, one in New Zealand, and two 
in Australia. So far as I know none of them has yet 
started operations. I will therefore confine myself to 
pointing out that the six banks of issue now working in 
the Dominion have 560 branches and agencies open 
for business, or about one for every 2,600 persons of all 
ages. During the last nine years the lowest sum they 
have lent the public in any one quarter taking the average 
quarterly figures has been 41,711,000; the highest 
£54,386,000—this in a population still slightly less than a 
million-and-a-half ! There is therefore no lack of banking 
facilities in New Zealand. If there be any feeling that the 
banks are too powerful and prosperous, then those who 
think so might study the state of New Zealand during the 
troubled years from 1885 to 1895, when there were banks 
that were anything but prosperous. I can remember 
those years, and have no wish to see their like again. 


49 


The Banking Situation in 
South Africa 


By E. D. H. Arndt 


Sone H Africa, with its population of roughly 
one and three quarter million white people, has 
little reason to complain of the credit facilities at 
its disposal. Commerce has, at its call, several powerful 
institutions with the South African Reserve Bank behind 
them. The mining and agricultural industries are well 
provided for—the former through private channels, the 
latter primarily through facilities specially provided for 
it by the Government. In addition to the Post Office 
Savings Bank; several private savings institutions exist. 
The needs of consumption credit are met by several 
Peoples’ Banks of the credit union type. Finally there 
are numerous flourishing building societies, trust com- 
panies and insurance societies. The cheap money 
advocates alone are not provided for; nor has the 
manufacturing industry all the facilities at its disposal 
that it could wish. The former appear to have given up 
all hope of seeing a 100 per cent. government-owned-and- 
controlled state bank established, while the latter are still 
raising their voice. Only a few days ago the establishment 
of a State Industrial Bank was once again advocated in 
parliament, it being claimed that “‘ everything, excepting 
financial assistance, was being done to assist industrial 
development.” 

Though it is usually claimed that, in South Africa, 
there is too much state interference in commercial and 
industrial life, yet, strange to say, there is hardly any 
control or supervision in the realm of private finance. 
The commercial banks are required to publish certain 
monthly and quarterly statements and to maintain certain 
reserves with the Reserve Bank, but the latter has no 
legal control or power over them. They are, moreover, 
specifically exempted from the Companies Act and the 
Usury Act, and are therefore unhampered in their 
operations. Except that insurance companies are required 
to submit annual returns and to lodge a standard deposit 
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irrespective of the amount of their liabilities, they also are 
free to do whatever they like with their funds. For the 
remaining institutions (excluding the Reserve Bank and 
the Land Bank) no specific legislation whatsoever exists, 
except in so far as they are affected by the Usury Act. 
As far as finance at all events is concerned, therefore, 
South Africa is to all intents and purposes a free country. 

For the past five years legislation affecting all these 
types of financial institutions has been promised in 
Parliament, but the promises remain unfulfilled, while 
loopholes in the little legislation that exists reveal 
themselves more and more every day. The Currency 
and Banking Act defines a bank or banker as “ every 
person, firm or company using in its description or title 
‘bank’ or ‘ banker’ or ‘ banking’ and every person, 
firm or company, receiving or accepting deposits of money 
subject to withdrawal by cheque, draft or order.”” The 
Usury Act, except for one provision, exempts the Reserve 
Bank “or any bank (as that term is defined in section 
thirty-four of the Currency and Banking Act, No. 31 of 
1920), which primarily carries on the business of banking 
and which maintains in the South African Reserve Bank 
the gold reserves and the reserve balances referred to in 
section thirty of that Act.” All people carrying on 
the business of money lending at more than Io per cent. 
are branded as moneylenders. The outcome of this 
legislation is that numbers of institutions accept demand 
deposits, in some cases subject to withdrawal by a 
disguised form of cheque—some even paying interest 
on daily balances—but do not call themselves banks, 
and thus escape scot free. Savings institutions are not 
allowed to call themselves banks. Legally this also 
applies to the small loan companies and credit unions 
which, by law, are classed as moneylenders. Hete, 
however, the tendency is to use the name “ bank” and 
to maintain the necessary reserves with the Reserve 
Bank to escape the stigma attaching to the term 
““moneylender ’’ and the limitations imposed by the 
Act, though their statements most clearly reveal the 
true nature of their operations. In the absence, therefore, 
of adequate constructive legislation it is impossible to 
obtain a true perspective of the banking situation in 
South Africa. Statements that should not thedretically 
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be published are obligingly accepted by the Treasury and 
published with those of the genuine banking institutions. 
For numbers of other institutions accepting demand 
deposits and doing general banking business, including 
discounting, such as building societies, certain large 
firms and boards of executors and trust companies, no 
official statistics are available. 

For want of anything better, the following summary 
of the official banking returns for the quarter ending 
June 30th, which have just been published, is given. 
The figures speak for themselves and amplify what has 
been said above. They also show the relative importance 
of the several institutions and to what extent South 
Africa constitutes their prime sphere of activity. 


SUMMARY OF OFFICIAL BANKING RETURNS (000’s omitted). 


PAID-UP RESERVE 
CAPITAL. FUND. DEPOSITS. 
y ; Demand. Fixed. Savings. 
a a a a ae a ee eek 8 
1. Public Liberal Bank ... 7 — 7-1 — 3:1 —_— 5:1 —_ 4-1 
2. First Workmen’s Bank 11 - 3 — 1-1 _ 2:1 —_— 1-1 
3. Standard Bank ose —- 2,500 — 3,164 16,439 7,351 14,504 8,283 1,089 
4. Colonial Banking and 
Trust Company ve 20 - 48 - 15 6 70 15 267 


5. Barclays Bank 
(D.C. and O.) - 4,976 — 1,400 14,436 12,953 9,748 7,788 2,091 3,2 


* Secured. No distinction between current and overdue. 
+ Plus £85,517 for overdrawn accounts, unsecured. 


B. 


206 


241 


. Spaar en Voorskot Bank 
van die O.V.S. O.V. 3:1 3 - - — 64 — 26 _- 
. Netherlands Bank _... 469 — 167 802 207 445 193 47 —_ 
8. Stellenbosch District 
Bank ... - ae 8 - 38 —— 64 — 214 — 15 —_ 
* Inside the Union. + Outside the Union. 
LOANS AND ADVANCES TOTAL BALANCE 
DISCOUNTS OTHER THAN BILLS. SHEET FIGURES. 
Ov erdue and 
Current. Unpaid. Secured. Unsecured. 
A. B. A. B. A. B. A. B. A. B. Total. 
. Public Liberal Bank ... 6* —_ — -= 2 — _ — 10 a 10 
. First Workmen's Bank -- “= — — 7 _ 51 — 18 -- 18 
. Standard Bank --- 6,583 3,751 207 35 18,244 5,376 4,063 565 36,554 28,203 64,757 
. Colonial Banking and 
Trust Company 7 4 — — _— 217 75 6 — 413 82 495 
-Barclays Bank 
(D.C. and O.) 4,832 7,926 106 77 9,273 10,020 3,872 909 29,408 37,455 66,863 
3. Spaar en Voorskot Bank 
van die O.V.S. O.V. — -- -- — 47 ao 29 — 100 _- 100 
. Netherlands Bank eh 692 448 3 Gri 689 117 78 20 2,226 1,817 4,043 
. Stellenbosch District 
Bank ... hie ons 33 — 1 -= 160 _- st — 371 — 371 
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The Bank of England and the 
Federal Reserve System 
By H. Parker Willis 


HE visit of the Governor of the Bank of England 
(travelling as “Mr. M. Collet’’) to the United 
States, during the past summer, has opened a 
new chapter in American banking management, and one 
which calls for the careful study both of American and 
British nationals. The consequence (though not, per- 
haps, the result) of it has been the adoption of a new 
discount policy and the prolongation of the recent 
artificial conditions in both the London and the New 
York markets. What the ultimate outcome of the 
present policy may he can only be conjectured, and not 
stated with any degree of certainty. 

In order to understand the situation which brought 
Mr. Norman to the United States a very brief retrospect 
will be useful. As a result of the entente established 
through the Reserve Bank of New York between the 
Bank and the Federal Reserve System during the life 
of the late Benjamin Strong (Governor of the Federal 
Reserve Bank of New York), American re-discount 
rates were for long kept below those of the Bank of 
England. They were maintained at an abnormally 
low point in the alleged attempt to prevent gold from 
being attracted to New York. This lowering of the 
Reserve rate has, however, served only to accentuate 
the excited stock speculation of the past few years, and 
the “‘ booming ”’ of market quotations to really grotesque 
figures. Gold has tended more and more to re-enter 
the United States; and, had it not been for withdrawals 
made by the Bank of France and other institutions, 
largely independent of the discount policy in New York, 
more of the metal would probably have been accumulated 
there at the end of the experiment than at the beginning. 
Exorbitant rates paid for call funds by speculative 
interests desirous of forcing up stock prices have, more- 
over, attracted funds from abroad independent of any 
influence that could be exerted by the discount rate. 
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It was the perception of these conditions, coupled 
with a feeling that the compact entered into with the 
Bank of England had proved to be wholly inefficacious 
(or at least that the management of affairs under the 
terms of that policy had been convicted of gross 
inefficiency and failure) that led the Reserve System in 
the spring of 1929 to resolve upon the termination of its 
entente with the Bank. The fact that this decision had 
been reached was freely admitted in Washington, though 
just at what time it was conveyed to London is not 
officially or certainly known. The consequence of the 
decision should undoubtedly have been a determination 
to raise the rate of re-discount in New York and other 
reserve centres, although the time was long past when 
any such action could have had a direct influence upon 
the volume of credit. To take such a step was, however, 
difficult, owing to the various political obstacles in the 
way; and owing also to the fact that members of the 
Federal Reserve System—already deeply committed to 
the maintenance of low discount rates—clung to the 
policy they had previously accepted as a means of 
“saving their faces.”” Hence the long postponement 
of a step which was urgently called for by public opinion, 
even though (as already noted) far past the time when 
it would be of much direct service. 

The movement of gold from Europe, and especially 
from England to New York in the early summer, naturally 
attracted the serious study of the Bank of England, and 
must have aroused, in the minds of managers of the 
institution, the question as to what new policy could be in- 
voked for the purpose of stopping a further gold efflux to 
the United States, especially when it became evident that 
the Chancellor of the Exchequer desired that no advance 
be made in the Bank’s own rates—an attitude announced 
to the public through the press in its report of the Lord 
Mayor’s dinner in London on July 25. All this 
affords ample background for, and explanation of, Mr. 
Norman’s visit to the United States and outlines 
sufficiently the nature of the discussions which he came 
prepared to initiate. Mr. Norman showed wisdom, 
moreover, in no longer seeking to carry on negotiations 
exclusively through the Reserve bank of New York. He 
has plainly recognized the changed position of the latter 
E 
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institution, both in strength of management and in its 
relationship to the other members of the Reserve System. 
Accordingly, he has acted wisely in directing his com- 
munications more often to the Reserve Board and to other 
Reserve banks, as well as to the Reserve Bank of New 
York, and in endeavouring to develop in the United 
States a better understanding of the real problems of the 
Bank of England and of its attitude on the whole subject of 
international credit relationships. Whether he has gone 
far enough in this direction is a matter of which more 
will be said a little later. It is enough to note now 
that on this occasion he has come much closer to 
the establishment of the real basis for an understanding 
of policy between the two nations than in times past. 

While praise should thus be freely given to the intent 
and purpose of the negotiations carried on between 
the Bank of England and the Federal Reserve System, 
the outcome thus far reached cannot be so unreservedly 
approved. Let us note first of all the consequences 
of the Norman negotiations :— 

(1) The Federal Reserve Bank of New York raised 
its rate to 6 per cent. on August 8. This step, practically 
unavoidable as a “ gesture,” if nothing more, or as a 
means of showing deference to criticism in Congress, 
has had no effect except that of causing a temporary 
“shake-out ”’ of stock traders with weak margins. 
The brokers loan account has gone on increasing and 
has become larger than ever since the announcement 
was made. According to the figures of the New York 
Stock Exchange for August 31 the total then was 
$7,880,000,000. Obviously, any careful student of 
Federal Reserve conditions must have expected precisely 
such a result. In speaking of the policy, the National 
City Bank, in its monthly letter, just published, says that 
the tangible results of the new policy “have not been 
impressive,’ and goes on to use language which indicates 
that the bank is of the opinion that they have not even 
been ordinarily worth while. 

(2) Doubtless by pre-arrangement with the Bank of 
England, the Reserve banks have begun the purchase 
of sterling bills in this market. How much they have 
bought or will buy is not known. They have not seen 
fit to publish the items separately, but have included 
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them under the general designation of bills bought. There 
is nothing to indicate what amounts are in foreign cur- 
rencies. The question has naturally been raised whether 
Reserve banks have the right to cover their action in 
this way; and, as in so many other cases, a review 
of the whole situation shows that probably they have 
the technical right to do it. This is very far from 
establishing a good case for it, however, and still further 
from indicating that the action is either prudent or far- 
sighted. As to the amount of such bills that the bank 
will buy, this is understood to have been roughly agreed 
upon, and is supposed to be an amount not in excess 
of the original credit granted to the Bank of England— 
say, £40,000,000 to £50,000,000. It is not likely that 
the banks will approach this figure, except under severe 
pressure. 

(3) The Bank of England, working with the protection 
which has thus been given to it in the United States, 
has been able to refrain from raising its rate of discount 
and, according to American opinion, will probably be 
able to refrain from doing so for some time to come. 

(4) Psychologically, the effects of Mr. Norman’s visit 
have doubtless been to create a rather better understand- 
ing of the policy of the Bank of England and of its relation 
to the Bank of France, and to produce a distinctly 
better feeling on the part of American business men 
towards the plans and methods of the Bank of England 
than had previously existed. It would seem probable 
also that Mr. Norman’s visit has brought about a rather 
different and more cautious attitude in influential 
circles towards the proposed international bank, which 
was in danger of being rather uncritically accepted 
regardless of any programme for its organization or 
management. American financial opinion has, in short, 
found itself somewhat confirmed in the idea of holding 
aloof from the new bank. 

These changes of front, and this alteration of attitude, 
so far as it exists, are important; and, as already 
stated, they really amount to an entirely new course 
of policy on the part of the Federal Reserve System. 
It is worth while, therefore, to form as definite a 
conclusion as possible of the efficiency of the policy 
and the probable results to be expected from it. In 
E2 
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studying the matter from this angle it should be observed 
in the first place that, whether with or without the 
approval of the Bank of England, the Reserve System 
has thought it necessary to continue the same policy 
of stimulating stock market operations or, at all events, 
of refraining from interfering with them, that it has 
pursued for solong. At the same time that it announced 
the advance in its discount rate to6 per cent. the Federal 
Reserve Bank of New York announced the reduction 
of its acceptance rate to 54 per cent. It is, in short, 
ready to allow the large private banker and maker 
of acceptances in the New York market to get the 
funds that he wants in his operations at nearly I per 
cent. lower than the rate at which it is willing to give 
accommodation to its own member banks on their 
direct re-discounts with it. The excuse that is given 
for the action so taken is that, in consequence of it, 
it is hoped to obtain a larger transfer of funds from the 
financial market to the business and commercial field. 
This is based on the theory that acceptances represent 
bona fide liquid business—a characteristic of such paper, 
which may be correctly thus described in Great Britain, 
but certainly not in the United States to-day, inasmuch 
as many American bankers’ acceptances are simply 
simply accommodation or finance paper. 

In fact, since the discount rate was raised in New 
York, as briefly noted above, there has been a steady 
upward movement of the volume of funds engaged in 
brokers’ loans. This figure has now reached a new high 
level. As announced by the Reserve System on Thurs- 
day, September 5, in respect of the close of business a 
week before, the total loans made to brokers by members 
of the System was $6,354,000,000. On the other hand, 
the Stock Exchange, which reports once a month the 
volume of loans made to brokers by banks of every kind, 
whether members or not, reported on September 5 that the 
volume of loans at the close of August was $7,800,000,000 
—itself a record high figure. Although it is a fact that 
only about fifty stocks or more have been included in 
the group which has continued to move forward actively 
during the past summer, while the great majority of issues 
have stood still or declined, the turnover in those stocks 
that have gone ahead has been so large as to necessitate 
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a very considerable increase in the total amount of credit 
required to carry them. More than ever, therefore, 
the market has become dependent upon the banks, while, 
at the same time the anomalous condition whereby the 
market pays practically no heed to the rate of interest 
because the probable profits of speculation are so much 
in excess of the added costs, has become increasingly 
noticeable and increasingly harmful in its effect upon 
the general business position. The Reserve System has 
entirely lost its leadership of the New York market. 

Some heed should also be given to the state of 
things which grows out of the so-called “ differential ”’ 
established against the interior banks by the fact that 
the Reserve Bank of New York is charging a rate higher 
than the rate which prevails at the interior Reserve 
banks. The natural relationship between New York 
and the interior calls for a higher rate at the western 
institutions than that which exists in New York. How- 
ever, the New York Reserve Bank some time ago set 
itself systematically to reverse this condition, and the 
Reserve Board has acquiesced for long periods in a system 
which maintains a high rate at the metropolis, at the 
same time that lower rates exist in the agricultural 
communities of the interior. The effect of this dis- 
location of natural relationship is, of course, that of 
enabling the New York Reserve Bank to draw to itself 
funds which ordinarily belong elsewhere, but which it 
buys away from the interior communities by paying for 
them more than the latter are willing to offer. 

Thus the Federal Reserve Bank of New York is 
maintaining both high discount rates and (indirectly) 
high open market rates, which have the effect of attracting 
to New York City not only the funds which are normally 
used in the interior of the country, but also those which 
should be used in European countries. Up to the 
beginning of 1929 the United States was acting more 
or less as a reservoir for capital funds upon which many 
other countries were able to draw. During the current 
year this relationship has been largely reversed. The 
total of foreign obligations placed here during the first 
eight months of the year has been only about $266,000,000, 
while, on the other hand, foreign bank funds have been 
more and more drawn into the market as a result of the 
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very high rates of interest which could be obtained here 
on call loans. Banks have paid as much as 5} to 6 per 
cent. to foreign banks for their balances, and when these 
foreign banks have chosen to lend directly through 
brokers they have been able to realize much more. On 
the other hand, foreign speculators have been more and 
more attracted to the market by the rumours and stories 
relating to enormous profits that have been made by 
buying stocks, which immediately rose by fabulous 
amounts, and enriched the holders correspondingly. As 
the months have gone by, immense foreign purchases 
of American stocks have been made, and the place of 
the funds furnished by Reserve Banks in former years 
has been taken by funds transferred here from abroad. 
It is not strange that in these circumstances foreign 
bankers, particularly those in Germany, should feel 
unusual anxiety about the safety of the liquid resources 
upon which the institutions depend for meeting the 
obligations of their depositors and creditors who hold 
immediate claims against them. Reserve policy has 
done nothing to check this hazardous development, and 
the rate situation which has grown out of the negotiations 
with the Bank of England, has, on the whole, tended to 
accentuate it and to make the market conditions which 
grow out of it even more positive and serious than they 
previously were. The result of this general state of 
affairs has accordingly been to give the more conservative 
American financiers a strong feeling that central bank 
management is not being very wisely conducted at the 
present moment, but that on the contrary many things 
that are being done either ignore the essential require- 
ments of the financial situation, or are being undertaken 
quite regardless of the risks that are involved in carrying 
them into effect. 

The question is naturally asked, how far the Reserve 
System can be expected to go in carrying out its present 
policy. Advocates and friends note the fact that it is 
very rich in gold, with a reserve now estimated at 68 per 
cent. Critics point out that the indirect liabilities of 
the System are far greater than its actual immediate 
liabilities. It has endorsed a large amount of acceptance 
paper which is being carried in the vaults here on behalf 
of foreign central banks. It is also morally responsible 
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for the maintenance of liquidity by non-member banks 
who are twice as numerous as the members. It has also 
various other obligations of a serious nature, which do 
not appear on the surface, while the acceptances and some 
of the other paper that the System is carrying have 
tended to become less and less liquid as time has gone on. 
Difficulty would undoubtedly be encountered if there 
were to be any general movement in foreign markets 
looking to the withdrawal of gold, or, more broadly 
speaking, looking to the withdrawal of funds of any kind 
on a large scale from this market; for any movement 
towards realization would undoubtedly result in starting 
an early outward flow of gold. In somewhat the same 
way, a serious interference with foreign trade such as 
that which might result from the adoption of the 
proposed tariff, followed, perhaps, by retaliation of the 
kind that has been threatened abroad, would undoubtedly 
result in reducing the activity of manufacturing establish- 
ments in the basic trades. Such a situation would be 
reflected in unemployment, and this again in a weakening 
of the instalment credit structure. These are merely 
a few of the factors which might operate at any time 
to impair the immense and very delicate fabric of credit 
support upon which the entire banking situation rests; 
because that situation has been allowed to become 
intertwined with speculative market conditions. The 
important thing is that the United States and its banking 
system has more and more tended to lose control of the 
direction to be taken by American finance, and also 
of the general development of American prosperity. 
This control rests in other hands—a situation which has 
largely grown out of the discount policy carried on by 
the Reserve System for a number of years past, and now 
developed through international agreement as set forth in 
the foregoing pages. 

The question how far Federal Reserve Banks may 
successfully go in buying and holding sterling bills, is 
also of very significant and immediate importance. 
As already noted, the public has not been informed 
directly or indirectly of the volume of such bills which 
is expected to be purchased by virtue of the present 
agreement. It is plain, hcwever, that the Reserve 
banks do not feel much disposition to rely entirely 











60 THE BANKER 





upon their own efforts in this connection, since they 
have also asked the large private banking houses to 
assist them by abstaining from extensive independent 
efforts at the importation of gold. Except for one or 
two minor departures from this proposed programme, 
undertaken early in September by some of the less 
conspicuous private bankers of New York, the community 
has on the whole been disposed to collaborate in the 
efforts of the Bank of England and the Federal Reserve 
System to control the gold situation—although how far 
they will be willing to go in maintaining this method 
of co-operation remains to be seen. Essentially, this, 
like other phases of the new ‘financial policy worked 
out at the beginning of the past summer, is in an uncertain 
and difficult position, likely to be reversed or altered by 
unexpected factors outside the control of those who are 
participating in it. It will remain to be seen how far 
circumstances will permit the continuance of such a 
wholly unsatisfactory way of controlling the movement of 
precious metals. 

As for the attitude of the American public with respect 
to the International Bank and its future—a question 
constantly under discussion, particularly since the visit 
of the Governor of the Bank of England—it is certain 
that a final conclusion has not yet been arrived at. 
What the relationship between the American financial 
system and the proposed new bank will be, if any, is 
still to be determined, and may be influenced to a 
considerable extent by the outcome of the new discount 
policy which has been described above. 


Day and Night Banking 

It is not long since the provision of a night banking 
service was introduced into this country, for the first 
night safes were opened by the Midland Bank in August, 
1928. The usefulness of the service being evident, it 
has been provided also by others of the large banks, and 
rapid progress is being witnessed. The Midland Bank, 
reporting in mid-September, mentions that during the 
past five weeks the service has been extended to twenty- 
six more branches, bringing the total offices equipped 
up to 277. Of these, forty-seven offices are located in 
the London postal district, while the remaining 230 are 
important provincial offices. 
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After The Hague 
By Joseph Caillaux 


(Sexateur, ancien Président du Conseil) 


HE Hague Conference is fortunately concluded. 

| After having kept the public in anxiety for several 

weeks, it-ended with an agreement between the 

nations concerned on some essential points. Let us hope 
that these points have now definitely been settled. 

Has it completely fulfilled its task? The answer is 
in the affirmative, considering that it has avoided a 
collapse and irreconcilable opposition, and that it has 
definitely saved Europe from the reopening of all financial 
and political problems inherited from the war. If, how- 
ever, after having rejoiced the escape from such a 
disaster, we recall the motives of the conference, 7.e., 
the putting into operation of the Young Plan, one is 
compelled to recognise that the agreement on the per- 
centages and on the evacuation of Rhineland has not 
solved the problem. There are essential points left to 
be discussed. Though the ship of European understanding 
has been steered clear of dangerous rocks, all is not yet 
plain sailing. 

It is not my habit to regard international relations 
with systematic pessimism. I have never believed that 
conflicts and encounters are inevitable. I am inclined to 
believe that in every opposition of interests, however 
sharp, there is a possibility of an amicable solution. 
This, however, assumes that both parties should be 
aware of the sense of equilibrium, and should have the 
desire to attain it. This condition was fulfilled at The 
Hague. We have the right, therefore, to hope that it will 
be attained also in subsequent negotiations, and, while 
registering satisfaction at the work accomplished, to 
examine with confidence what is left to be accomplished. 
At the same time, it is not superfluous to examine why 
the progress was not more rapid. 

If The Hague Conference has taken so many days 
and reached only partial results, it is because the diffi- 
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culties have not been cleared up in advance, and have 
not become evident in their full significance until the 
moment when they should have been eliminated. With 
all the frankness I owe to our British friends, I have to 
say that the impression which dominated France during 
The Hague Conference, which has not yet disappeared, 
was that of surprise. We were not astonished to see the 
British Government defend its interests. During thirty- 
five years as a member of Parliamentary committees, as 
Prime Minister, or as a member of the Cabinet, I had to 
follow all important Franco-British discussions. I have 
always found that the representatives of Great Britain 
defended the claims of their country with an obstinacy 
which lost nothing by being accompanied by perfect 
courtesy. 

What was unexpected was not that London protested, 
having found its advantages insufficient, but that it 
protested so late. If Mr. Churchill considered that his 
experts made excessive concessions, why did he not say 
anything? It was generally taken for granted in Paris 
that the British delegates on the Young Committee, in 
agreeing to grant certain advantages—especially to Italy 
followed the line indicated by the policy of their 
Government. This was a mere hypothesis, and it would 
have been easy to show its untenability by making 
immediately the desired objections. 

Moreover, if the new British Government considered 
that the Treasury experts showed themselves too generous 
in Paris, how is it that it did not realise that relations 
between England and the continent could be better 
served by a statement made immediately after having 
assumed office, declaring the attitude adopted by the 
Labour Government towards the Young Plan? Had 
everybody known what to expect before arriving at The 
Hague, the encounters would have been less violent, and 
the initial position of each party would not have had to 
be laid down with such impatience. The search for a 
compromise would have begun on the first day in a less 
tempestuous atmosphere; the Press would not have had 
the opportunity of reproducing the lively encounters 
which made an unexpectedly strong impression on the 
popular mind, to the detriment of the rapprochement of 
nations. 
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I have no doubt that this conclusion has been reached 
already in England by those who are anxious to avoid 
evoking the dangers of a policy of prestige. According 
to a popular French saying: ‘“‘ Sword-thrusts are less 
painful than pinpricks.” This ought to be. borne in 
mind when negotiating with France or with other 
nations. 

There is one question left to be discussed, in respect 
of which national sensitiveness may be stirred up by 
the hands of unskilled diplomats. The question is that 
of the International Bank. I have explained my views 
of that new institution in previous issues of THE BANKER. 
I pointed out its advantages and disadvantages, and 
indicated the ways to avoid the latter and to maintain 
the former. It is not in regard to that aspect of the 
problem that I fear violent encounters. What appears 
to me rather delicate, and what needs to be discussed 
in a more cordial atmosphere than that of The Hague, 
is the choice of the country which should manage the 
Bank. In fact, whatever be the guarantees offered to 
every nation by the definite statutes of the institution, 
it will for a long time remain subject to a suspicion that 
can only be dispelled by experience. The nations are 
afraid that the International Bank will become an 
instrument of monetary, financial, economic and political 
domination. No matter how well the board of directors 
is balanced, no matter what precautions are taken 
against the predominance of the capital of any particular 
country in any imaginable form, it is impossible to avoid 
the conclusion that the activities of the super-bank will 
have to be regarded with distrust for a long series of 

ears. 

Should the Bank be established in the territory of 
one of the Great Powers, it is beyond doubt that the 
accusation of imperialism would be raised by all nations; 
and this would not be entirely satisfied by the activities 
of the Bank. England, France, Germany, and Italy 
could not establish the Bank in their territories without 
considerable inconvenience to themselves. There are 
two alternatives. First, the Bank might be placed 
under the influence of the country where its head office 
is situated, although this would result in the opposition 
of the rest of Europe against the country which benefits 
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by it. Or, second, the character of the International 
Bank might be so solidly established that the country 
where it is situated would not obtain any special 
advantage, in which case it would escape the jealousy and 
distrust of its neighbours. 

But in order that the great innovation of the Young 
Plan should not become an element of discord, it is 
necessary that the International Bank should be located 
in one of the small continental countries. I do not wish 
to express any preference whatever. There is only one 
thing that appears to me just and necessary: to avoid 
anything that would appear as a hegemony. 

I know very well that our British friends would prefer 
an altogether different solution, with the secret hope— 
in itself quite understandable—of restoring that position 
of London as the leading international centre which it 
occupied before New York developed into its present 
position. But the inconveniences I indicated above 
would be more pronounced in the case of London than 
in the case of any other place—especially (to follow my 
line of thought to the end) after The Hague Conference. 
Mr. Snowden obtained there a brilliant success. The 
diplomatic victories are expensive, however, just as 
other victories. Before winning another battle, some 
little time has to elapse ; a somewhat longer interval than 
the one which separates us from the application of the 
Young Plan. 

When he arrived in Holland, the fact that the attitude 
of the British Government was not declared in advance 
gave an obvious advantage to Mr. Snowden. He was 
in a position to fix the price at which he was prepared 
to accept the Young Plan. He had the choice between 
demanding a relief for the British budget or the accept- 
ance of London for the headquarters of the International 
Bank. It was his task to decide whether to receive 
thirty-six million gold marks in addition to the amount 
claimed by its experts, or whether it was more advan- 
tageous for his country to accommodate the new 
institution. 

It is most probable that, had the Chancellor of the 
Exchequer chosen the second alternative, he would have 
obtained satisfaction. But he preferred to be able to 
include in his budget a new revenue, and he himself 
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has attributed to his victory an exceptional importance, 
not only in the eyes of the British nation, but in the eyes 
of the whole of Europe. Should he now demand that 
the super-bank should be located in London, he runs the 
risk, more than anyone else, of meeting with inevitable 
resistance. He is too well-informed not to understand 
this already. 

As I pointed out before, I do not desire for my country 
the more dangerous than useful honour of housing the 
new institution. I do not claim it, therefore, from our 
British friends. In stating that the International Bank 
would be badly placed either in London, or in Paris, or 
in Berlin, or in Rome, I am not influenced by any 
nationalistic sentiment or by any considerations of 
prestige. 

I am, however, somewhat anxious to know what will 
happen when twenty-four bankers will decide on the 
financial life of Europe. I hope that their board room 
will be in the capital of a small country which is not, 
and has never been, ‘“‘ Imperialist,’” and has no ambition 
to become so. This would help to prevent the emergence 
of any gigantic ambitions which may easily originate in 
a great metropolis. 


International Banking Review 


UNITED STATES. 


T is beyond doubt that the average number of bank 
I amalgamations per month is greater in the United 

States than in the rest of the world added together. 
The list of fusions announced during the past month 
is headed by the transaction arranged between the 
First National Bank of Boston and the Old Colony 
Trust Co. With affiliated institutions, the resources 
of the new bank will amount to about $700,000,000. 
Another important bank merger is reported from St. 
Paul between the First National Bank of Minneapolis 
and the First National Bank of St. Paul. The new 
institutions will be called the First Bank Stock Corpora- 
tion, with resources of $250,000,000. In addition to 
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the two banks, the corporation will also control four 
banks in Montana, one in Dakota, and the First Bank 
Stock Investment Co., which, in turn, controls 34 
banks. The resources of the group will total $341,000,000. 
The First National Bank of Seattle, Seattle National 
Bank, Dexter and Horton National Bank is to be 
amalgamated under the name of First-Seattle-Dexter- 
Horton National Bank. Its capital, surplus, and un- 
divided profits will amount to $10,000,000, while its 
total resources will attain $120,000,000. A new securities 
company will be formed under the name of First-Seattle- 
Dexter-Horton Securities Co., with 400,000 shares of 
no par value. The new bank will be the largest as 
regards capital and deposits on the territory west of 
Chicago and north of San Francisco. The Pittsburgh 
Savings Bank and the Pittsburgh Trust Co. have been 
merged into a new bank called Peoples-Pittsburgh 
Trust Co., with total resources of $80,000,000. The 
New Jersey National Bank of Newark and the Guaranty 
Trust Co. of Newark have been amalgamated into a 
bank with a capital of $2,800,000. 

While the National City Bank has decided to dis- 
continue its Copenhagen office, it has, on the other 
hand, opened a new branch in Mexico City. The capital 
assigned to the branch is 550,000 pesos. The officials 
of the banks denied reports according to which they 
intended to offer loans at lower rates and without 
security to private individuals. 

Definite plans for the reopening of the subsidiaries 
of the Citizens Bank & Trust Co., Tampa, have been 
submitted to the Comptroller of Currency of the State 
of Florida. The reopening of the banks would depend 
on the willingness of the majority of large depositors 
to grant a moratorium of about four years. 


FRANCE. 


A bill has been introduced modifying the statutes 
of the Banque de Il’Algérie. Instead of fixing the 
maximum limit of the note issue, in future the bank 
will be authorised to issue any amounts of notes so 
long as it maintains a cover of 35 per cent., one-third 
of which at least must consist of gold and the rest of 
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French francs. In exceptional cases, the minimum 
ratio may be lowered to 30 per cent. 

French colonial banks are having a_ prosperous 
time. The Banque de la Guyne is expected to increase 
considerably its dividend for the first half of 1929. 
In addition to the increase in its current earnings, the 
bank benefited during the last half-year by the settlement 
of certain litigation. The Banque de la Martinique 
earned a net profit of 2,511,000frs. during the business 
year 1928—29, against 2,403,000frs. during the previous 
business year. 

Legal proceedings have been initiated against the 
Banque Ouvriére et Paysanne, the bank of the Com- 
munist Party, for infringing the Company Law. The 
bank’s assets are estimated at 3,000,000frs., while its 
liabilities amount to 26,000,000frs. 


GERMANY 


The outstanding event of the month was the failure 
of the Westdeutsche Bank A.G., Frankfort, in connection 
with the failure of the Frankfurter Allgemeine Versiche- 
rungs-A.G. It is understood that the group committed 
itself heavily in financing instalment buying, and raised 
funds for that purpose by means of obtaining short- 
term credits in Germany, London, and Switzerland. 
The amount of British claims is about £750,000, only 
part of which is covered. The group of British creditors 
refused to grant a moratorium unless the German banks 
interested in the affair undertook to guarantee their 
claims. The financing of instalment business was the 
cause of the failure of another banking house, Ette, 
Schmalz & Helmuth, Leipzig. The bank was established 
in 1918. One of the partners committed suicide after 
the suspension of payments. 

The situation as to the small banking houses which 
suspended payments recently is anything but favourable. 
The liabilities of the Berlin banking house Hundertmark 
& Co. amount to 600,000 reichmarks, against which the 
total amount of assets is merely about 70,000 reichmarks. 
Taking the expense of legal proceedings into considera- 
tion, the creditors are not expected to receive more than 
5 to 8 percent. The liabilities of the Darmstadt banking 
firm, Nauheim & Co., amourt to 1,700,000 reichmarks, 
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against assets of 905,000 reichmarks. In order to avoid 
unfavourable consequences on local business interests, 
the Darmstadter und Nationalbank has decided to take 
over the clientéle of the banking house. The situation 
is more favourable as to the Bankhaus Philipp Deutsch 
Nachfolger, Neustadt. Its liabilities amount to 1,630,000 
reichmarks, while its assets, after writing off 580,000 
reichmarks for doubtful debts, are estimated at 1,430 
reichmarks. The creditors have accepted the settlement 
out of court, according to which they are to receive 
over go per cent. 

An agreement has been seachod between the Darm- 
stadter und Nationalbank and the Oldenburgische 
Landesbank, in virtue of which the latter will take over 
three of the former’s branches. 

The net profits of the Deutsche Orientbank amounted 
to 838,264 reichmarks for the past business year, against 
837,840 reichmarks for the previous year. The balance 
sheet total increased from 106,660,000 reichmarks to 
125,240,000 reichmarks. The net earnings of the 
J. F. Schroderbank, K.-G. a.A., Bremen, for 1928-29, 
amounted to 6,300,000 reichmarks, against 7,960,000 
reichmarks for the previous business year. The dividend 
has been raised from Io per cent. to 12 per cent. on the 
share capital, which has been increased from 12,500,000 
reichmarks to 15,000,000 reichmarks during the past 
year. The balance sheet discloses an all-round expansion 
of the bank’s activities. 


ITALY 


At the meeting of the shareholders of the Banca 
Italo-Britannica, held in Milan on August 31, the 
representatives of the British group holding a controlling 
interest in the bank made a statement that the situation 
of the bank may now be regarded as completely consoli- 
dated. The meeting accepted the resignation of the 
members of the board of directors, and a new board 
has been constituted, which includes two of the members 
of the old board, Major C. E. Benson, of Messrs. Robert 
Benson & Co., and Dr. Gussi Arnaldo, of the Banca 
Bergamasca di Depositi e Conti Correnti. The newly- 
appointed directors are Signor Gaetano Casoni, Mr. 
Cameron F. Cobbold, Mr. Patrick Ashley Cooper, Mr. 
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R. A. Hamlyn, of the firm of chartered accountants, 
Binder, Hamlyn & Co., Mr. James Henderson, Mr. J. R. 
Ralli, Mr. F. R. Rennell Rodd, Mr. G. S. Rolfe, director 
of the Societa Financiare I.B., established in Rome by 
the B. I. Holding Co., Mr. E. F. Spurgeon, joint deputy 
managing director of the Prudential Assurance Co., and 
Mr. Michel Terestchenko. 

Barclays Bank Societa Anonima Italiana, Rome, the 
Italian auxiliary of Barclays Bank, Ltd., has reduced 
its share capital from 21,875,000 lire to 12,250,000 lire, 
and raised it subsequently to 50,000,000 lire. The 
main object of the re-organization of the capital is to 
write off costs of installation which have hitherto been 
carried in the balance sheet. When the bank was 
established in 1925, the British Foreign and Colonial 
Corporation took a participation of 25 per cent. in its 
share capital. Its shares have recently been taken over 
by Barclays Bank, which now owns the total share 
capital of the bank. Apparently, the parent institution 
considered this an opportune time to clear the balance 
sheet from initial costs; hence the decision to reduce the 
capital. The increase of the capital to the authorized 
maximum is in accordance with the general tendency 
in Italian banking since the stabilization of the lira. 

The movement of amalgamation, encouraged by the 
authorities, has made further progress. Twelve banks 
of Central Italy have amalgamated under the name of 
Banca del Marche et Abruzzi, with a share capital of 
200,000,000 lire, under the auspices of the Banca Na- 
zionale del Lavoro. The Banca Donn, Turin, has been 
transformed into a joint stock company, with a capital 
of 15,000,000 lire. The Instituto Italiano di Credito 
Marittimo has transformed its Zurich branch into a 
subsidiary company under the name of Credimare, with 
a share capital of 5,000,000frs., of which 1,000,000frs. is 
paid up. 

The net profits of the Banca Commerciale Italiana for 
the first half of 1929 amounted to 54,871,000 lire, showing 
a slight increase against the corresponding figure for last 
year. 

The Novara banking firm Fratelli Massano has sus- 
pended payments, and offered a settlement of 40 per 
cent. Its deficit is estimated at 4,000,000 lire. 

F 
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HOLLAND 


In the course of the past month, several small con- 
signments of gold were taken from the Netherlands Bank 
for export to France. As is well-known, the freedom 
of gold exports from the Netherlands is based on the 
principle of reciprocity, which means that export is 
permitted only to countries which are themselves on an 
actual gold basis. In order to ascertain that the gold 
withdrawn is taken to a country which is on a gold basis, 
the exporters have to submit to the Netherlands Bank 
the transport documents and a calculation of the cost 
so as to prove that the operation is profitable. Thus, 
the Netherlands Bank maintains an embargo not only 
on gold withdrawals to countries which themselves 
prevent an export of gold, but also on withdrawals 
through special transactions undertaken without any 
profit or even at a loss. 

Another has been added to the number of German 
banks in Holland through the establishment of the 
banking house Warburg & Co., in Amsterdam. The 
bank is controlled by the Hamburg banking firm of 
M. M. Warburg & Co., and the International Manhattan 
Co. of New York has taken a participation in it. 

The authorized capital of the Handel Maatschppij 
H. Albert de Bary & Co., Amsterdam, which is controlled 
by the Disconto-Gesellschaft, has been increased to 
15,000,000 guilder and the paid-up capital to 9,000,000 
guilder. 

The net earnings of the Hollansche Bank voor de 
Middellandsche Zee, Amsterdam, amounted to 860,000 
guilder for 1928, against 863,000 guilder for 1927. The 
dividend remains unchanged at 6 per cent. The Bank 
voor Onroerende Zaken, Amsterdam, earned a net profit 
of 175,000 guilder, against 170,000 guilder for 1927. Its 
dividend has been fixed at 6 per cent., the same as last 
year. 

BELGIUM 


The Crédit Général du Congo is increasing its capital 
from 150,000,000 frs. to 225,000,000 frs., through the issue 
of 600,000 shares of 125 frs. The shares are offered to the 
shareholders of the mother-institute, the Banque de 
Bruxelles, at a price of 1374 frs. At the same time, a 
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new bank is being established under the joint control of 
the Crédit Général du Congo and the Banque de Bruxelles, 
under the name of Banque de |’Afrique. The object of 
this bank is to take over the commercial banking business 
of the Crédit Général du Congo, which institution will 
continue its activities as a holding and finance com- 
pany. By this transaction the disadvantages of com- 
bining commercial banking with long-term financing 
can be avoided. 

The banking firm Raymond Buurmans & Co., Paris 
and Brussels, is increasing its capital from 20,000,000 frs. 
to 40,000,000 frs. Half of the new shares will be taken 
over by a banking group, which is believed to be headed 
by the Banque Belge pour |’Etranger. 


LUXEMBOURG 


A new bank has been established under the name of 
Credit National de Luxembourg, with the participation 
of local and French capital. Its paid-up capital is 
3,000,000 frs. and its authorized capital is 15,000,000 frs. 


POLAND 


The Bank Gospodarstwa Krajowego, the leading 
Polish commercial bank controlled by the Government, 
intends to establish a subsidiary to which it will transfer 
its long-term credits and its mortgage operations. The 
company will issue mortgage loans in foreign centres. 

The net profits of the Anglo-Polish Bank for 1928 
amounted to 423,000 zloty against 298,000 zloty for 1927. 
The dividend has been raised from 8 per cent. to Io per 
cent. 


DANZIG 


The Danziger Bank A.G. increased its net profits 
from 13,462 gulden in 1927, to 25,246 gulden in 1928. 
The British and Polish Trade Bank is increasing its 
share capital from 5,000,000 gulden to 7,000,000 gulden. 


LATVIA 
The total net profits for 1928 of I9 joint stock banks 
operating in Latvia, amount to 2,050,000 lats, against 
1,460,000 lats for 1927. The average dividend is about 
54 per cent. 
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LITHUANIA 


It is announced that Professor Jurgutis, Governor of 
the Bank of Lithuania, is, for reason of health, taking 
a long leave of absence, and will, thereafter, be appointed 
to another post not connected with the bank. 


FINLAND 


The Municipal Mortgage Bank of Finland is in- 
creasing its share capital from 100,000,000 marks to 
200,000,000 marks. The new capital will be provided by 
the Government in the shape of 5 per cent. bonds. The 
bank is authorized to issue mortgage bonds to an amount 
not exceeding ten times its capital. 


SWITZERLAND 


The Union Financiére de Geneve intends to raise its 
capital from 30,000,000 f. to 50,000,000 f. Between 1925 
and 1928, its balance sheet total increased from 34 
millions to 93 millions. Part of the new shares will 
carry plural voting right. 


CZECHOSLOVAKIA 


The Zemska Banka (formerly Land Bank of the 
Kingdom of Bohemia), Prague, earned a net profit of 
1,990,000 crowns in 1928, against I,450,000 crowns in 
1927. Though issuing activity and transactions on 
securities were lower than in the previous year, com- 
mercial banking activity increased. 


HUNGARY 


The net earnings of the Hungarian-Italian Bank, 
Budapest, amounted to 1,305,000 pengo for the first 
half of 1929, against 1,245,000 pengo for the correspond- 
ing period of last year. Deposits increased during the 
first six months of this year from 69} millions to 74 
millions. 

ROUMANIA 


The Tribunal of Commerce of Bucharest has granted 
a moratorium of six months to the Banque Franco- 
Roumeaine, which suspended payments recently. The 
National Bank’s claim amounts to 150,000,000 lei. Total 
liabilities approximate one milliard lei. 
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BULGARIA 


The net profits of the Union des Banques Populaires, 
Sofia, amounted to 493,000 leva for 1928. The total 
capital of the member banks amounted to 331 million 
leva at the end of last year, against 256 millions at the 
end of 1927. 

A group of Bulgarian municipalities has decided to 
establish a municipal bank with a capital of 100,000,000 
leva to finance their requirements. 


YUGOSLAVIA 


The amount of the capital of the Privileged Agrarian 
Bank has been fixed at 500,000,000 dinars, instead of 
300,000,000 dinars as originally planned. The State 
Mortgage Bank subscribed 30 millions, the Post Office 
Savings Bank 20 millions, the National Bank of the 
Kingdom of Serbs Croats and Slovens 20 millions, the 
co-operative societies 30 millions, and the private banks 
50 millions. The deposits of the bank are guaranteed by 
the Government. 

SPAIN 


The Banco Espanol de Credito will increase its 
capital from 75,000,000 pesetas to 100,000,000 pesetas 
with a view to absorbing the Banco de Oveido. 

The net profits of the Banco Vitalico de Espana 
amounted to 1,316,000 pesetas for 1928, against 1,145,000 
pesetas for 1927. The dividend remains unchanged at 
6 per cent. The Banco Lopez Quesada earned a net 
profit of 942,000 pesetas in 1928 against 799,000 pesetas 
in the previous year. The net earnings of the Banco 
de Vitoria declined from 618,000 pesetas in 1927 to 605,000 
pesetas in 1928. 

PORTUGAL 


The net profits of the Banco de Angola S.A., Lisbon, 
amounted to 10,530,000 escudos in 1928, as compared 
with 7,720,000 escudos in 1927. The dividend remains 
unchanged at 8 per cent. on the share capital of 50,000,000 
escudos. Of the profits, 2,500,000 escudos will be applied 
for the part payment of compensation due to the Banco 
Nacional Ultramarino for the transfer of the note- 
issuing privilege in Angola. The bank’s own note 
circulation amounted to 34 millions, in addition to the 
Banco Ultramarino’s notes of 35 millions. 
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RUSSIA 


The supreme legislative body of the U.S.S.R. has 
approved the new statutes of the State Bank of the 
U.S.S.R. According to the new statutes, the capital 
of the bank cannot be reduced. Should its losses exceed 
its reserves, the deficit has to be covered from the budget- 
ary resources of the Soviet Union. Although the bank 
ceases to be subordinate to the People’s Commissary 
for Finance, the latter fixes the maximum note circu- 
lation, confirms the appointment of directors, sanctions 
the annual accounts and balance sheets, and is ex officio 
the chairman of the council. The authorized capital is 
increased from 25,000,000 chervonetz to 40,000,000 
chervonetz. Half of the net profits of the bank are 
to be transferred to the Treasury, while the balance 
is to be added to the reserve funds, apart from 5 per 
cent., which is to be added to the employees’ welfare 
fund, and from a sum not exceeding } per cent., which 
is to be distributed as bonus. 


BRAZIL 


The Bank of the State of Maranhao has been estab- 
lished with a capital of 3,000 contos of reis. The bank 
intends to open a number of branches in the State. 
According to its statutes, 50 per cent. of its advances 
has to be granted for agricultural requirements. 


ARGENTINE 


The net profits of the Banco de la Nacion have 
increased from 2,007,000 paper pesos to 2,260,000 paper 
pesos. The bank has 226 branches. In virtue of an 
agreement with the Paraguay Government, a branch 
will be opened-in Asuncién. The Banco Espanol del 
Rio de la Plata earned a net profit of 1,250,000 pesos 
in 1928-1929, against 1,219,000 pesos for the previous 
business year. The dividend remains unchanged at 
3 pesos for the ordinary shares and 7 per cent. for 
the preference shares. The Argentine-Uruguayan Bank 
earned a net profit of 557,000 pesos, after writing off 
2,165,000 pesos for debts. The dividend has been 
fixed at g per cent. The net earnings of the Banco 
Italiano for 1928 amounted to 1,946,000 pesos. The 
dividend remains unchanged at 24 per cent. 
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CHILE 


The net profits of the Bank of Osorno and La Union 
amounted to 1,130,000 pesos for 1928. It is proposed 
to increase the capital from 12,000,000 pesos to 15,000,000 
pesos. The dividend has been fixed at 8 pesos per share. 


PERU 


The Government has decided to establish in Lima 
a National Savings Bank with a capital of {P.1,400,000. 
The funds will be provided from the indemnity of 
$6,000,000 paid by the Chilean Government in virtue of 
the Treaty of Lima. The bank will have several branches 
in the interior of the country. 

The net profits of the Credito Hipotecario del Peru 
amounted to £P.3,403,000 for 1928. The Banco Inter- 
nacional del Peru earned a net profit of £P.37,473 in 
1928. The net earnings of the Banco Italiano, Lima, were 
£P.211,000. 

BoLiviIA 

In accordance with the recommendations of the 
Kemmerer Commission, the Banco de la Nacion Boliviana 
has been reorganized, and has been transformed into a 
central bank proper. As from July 1, its name has been 
changed to Banco Central de Bolivia, and on the same 
date it began its activity on the basis of its new statutes. 
It has been granted exclusive note-issuing rights for a 
period of fifty years. As from July 1, it ceased to allow 
any interest on current accounts. 

The Banco Aleman Transatlantico has decided to 
close down its La Paz office, but will maintain its branch 
at Oruro. It is at present the only foreign bank operating 
in Bolivia, but the Anglo-South American Bank is ex- 
pected to open an office shortly. The Banco Mercantil, 
which is controlled by the “tin king,” Don Simon 
Patino, has been transformed into a joint stock company, 
in accordance with the new banking legislation. Don 
Simon Patino remains honorary president of the bank. 


PANAMA 


The First National Bank & Trust Co. has been 
established in the City of Panama with a capital of 
$1,000,000 and a reserve of $300,000. The bank is under 
the joint control of local and American financial interests, 
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MEXICO 


The net earnings of the Banco de Mexico S.A. 
amounted to 3,790,000 pesos in 1928, against 3,640,000 
pesos in 1927. The “ B”’ shares receive 6 per cent. and 
the “‘ A ”’ shares 34 per cent. 

The Ministry of Finance has decided that, on and 
after August 1 the banks in Mexico might guarantee 
their deposit accounts in silver with silver coinage 
instead of with gold as heretofore. The Bank Law in 
this regard stated that deposits payable on demand or 
not exceeding thirty days must be guaranteed ‘“‘ With a 
stock in cash, gold or in notes of the Bank of Mexico, 
in such proportion as fixed by the National Banking 
Commission which must take into consideration the 
conditions of each bank, and the general conditions of 
the country. This proportion must not be less than 
twenty per cent. nor more than thirty-three per cent. of 
the total deposits. The Ministry of Finance, in view of 
the condition of the money market, will decide the specie 
in which the guarantees for the deposits must be made.”’ 


Dutcu East INDIES 


The net profits of the Nederlandsch Indische Handels- 
bank for last year amounted to 6,230,000 guilder. The 
dividend has been fixed at Io per cent. 


CHINA 


The Tientsin office of the Industrial Development 
Bank of China, which remained closed for some months, 
has now reopened for business. 


NEW ROUMANIAN BANK 


The Bucharest branch of the Dresdner Bank is being 
transformed into a Roumanian bank controlled by an 
international banking group including, in addition to 
the parent institution, the Commerz- und Privatbank, 
S. Japhet & Co., Ltd., -and the Amsterdamsche Bank. 
The name of the new bank is Societate Bancara Romana, 
and its share capital is 250,000,000 lei, part of which 
is offered for public subscription in Bucharest. The 
bank will open for business on October 1. Messrs. S. 
Japhet & Co., Ltd., will be represented on its board by 
Mr. Paul Lindenberg. 








| 
5 
5 


re oe 


Re 


en ee 











hoes tbh 


a nr es ae 


77 


INCREASING 
+EXPENSES + 
FALLING 
+ PROFITS + 


Burroughs offers the only effective 
solution tothe problem of increasing 
expenses . . . British Banks, large 
and small, are standardizing on new 
types of Burroughs machines for 
all their accounting work .... 
Burroughs can supply the fastest 
machine for each job .... Only 
by using Burroughs can the greatest 
increase of output per capita be 
secured .... This means the biggest 
possible reduction in working 
expenses ... . 

Burroughs offers a complete range 
of new inventions .. . Machines for 
posting and balancing ledgers and 
statements ... . . Typewriter 
accounting machines... . Special 
machines for every figure job in a 
bank . . . Backed by an unrivalled 
nation-wide organization ..... 
Expert investigation . .. . Thorough 
training of staff .... Rapid and 
successful installations .... Real 
service at all times ..... 








: “ eeaes 
a-). LRSR BREE 
tr aan 
ELRKARTALSHPERWESLRTREES 
SRR REKRHRST CBRE E RHE TSAES 
“ 

- .. and the outstanding cause 
of this decline in net profits was a 
correlative increase in expenses.” 





Mr. F. Sykes, in his “Amalgamation Move- 
ment in English Banking” (1926), and in 
his © Present Position of English Joint Stock 
Banking” (1928), points out that, in the 
case of London banks alone, net profits fell 
from 1°12 per cent. to *74 per cent., while 
expenses rose from 1°06 per cent. to 1°31 per 
cent. of total working resources, during the 
period 1861-1913. For the whole of the 
joint-stock banks, during the period 1881- 
I9I5, expenses grew from °86 per cent. to 
1°04 per cent. of total working resources ; 
and from §2 per cent. to 111 per cent. of net 
profits. The net profits of all joint-stock 
banks, when expressed, as a percentage of 
total working resources, fell, during the fifty 
year period, 1874-1923, from 1°88 per cent. 
to *57 per cent.—and the outstanding cause 
of this decline in net profits was a correlative 
increase in expenses. 
Vide ‘* Mechanical Accounting.” — 
The Banker. 
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Paris as a Financial Centre 
By Paul Einzig 


VER since M. Poincaré took charge of the work 
E of reconstructing French finances, one of the 

principal aims of the French monetary authorities 
has been to develop Paris into a leading international 
financial centre. The motives of this endeavour are not 
exclusively financial. In fact, considerations of direct 
financial profits for Paris, originating from international 
banking activity, have probably played a comparatively 
subordinate part in the eyes of M. Poincaré and those 
who have followed his lead. They regard it as a question 
of prestige that France should be able to make herself 
felt effectively in the field of international finance. 
During the years that followed the armistice they had 
ample opportunity to realize the power of international 
finance, not only in merely financial, but also in political 
matters. Until the end of 1926, however, the franc was 
practically at the mercy of international speculation, and 
its fluctuations naturally did nothing to assist France’s 
authority and prestige. It is only natural then, that a 
statesman of M. Poincaré’s patriotism and ambition 
should aim at restoring the stability of the currency, not 
only for its own sake, but in order to recover the in- 
fluence of France in the sphere of international finance. 


In its endeavour to develop into an international 
financial centre of first-rate magnitude, Paris has natu- 
rally become a rival to London. To some extent, the 
former can only gain ground at the latter’s expense. 
Its development is therefore followed with much attention 
from the City; and it is, in consequence, not without 
interest to examine the progress Paris has hitherto made 
in that direction, and the prospects of further progress. 

In order that a financial market should develop into 
a leading international centre, it has to possess the 
following requisites :— 

(x) Ample financial resources, available for inter- 
national purposes. 





80 THE BANKER 


(2) Adequate organization of international banking 
facilities. 

(3) A well-organized money market. 

(4) A stable currency, on an effective gold basis. 

(5) Confidence abroad in Paris’s financial organi- 
zation. 

As to the first point, Paris is undoubtedly in an 
advantageous position. Considerable amounts of liquid 
balances have been accumulated abroad by the French 
authorities, banks and private investors. The major 
part of these balances will have to be re-invested, and 
the process will provide French banks with an excellent 
opportunity for resuming their international issuing 
activity—practically suspended during and after the 
war. It ought to be borne in mind, however, that the 
balances, large as they are, are by no means inexhaustible. 
In themselves they cannot provide the basis for a per- 
manent international banking activity. Once the 
surplus is re-invested, Paris, as every other centre, will 
have to depend upon a surplus of visible and invisible 
exports over visible and invisible imports. Pending the 
definite readjustment of prices in France to the world 
level, it is difficult to make any forecast in this respect, 
but there is reason to believe that, owing to her industrial 
progress, she will have a larger normal surplus available 
for investment abroad than before the war. 

With regard to the second point, both commercial 
banks and financial houses have ample experience in 
foreign banking. As in other centres, the foreign 
exchange market expanded considerably as a result of 
the post-war speculation in foreign exchanges. Although 
the pre-war staff trained in stock arbitrage exists no 
longer, the decline of activity in the foreign exchange 
departments has released a number of people suitable 
for training. Since the abolition of restrictions on 
security movements, good progress has been made in 
this direction. The presence of a number of foreign 
bank branches and subsidiaries, as well as a number of 
French colonial and overseas banks, is also a favourable 

oint. 
. The absence of an adequate money market is un- 
doubtedly the weakest point in the international] financial 
position of Paris. The existing facilities for the invest- 
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ment of idle reserves in a liquid form are far from satis- 
factory. Unlike London, Paris does not possess any 
discount houses and bill brokers. As a result there is 
usually a rather wide discrepancy between the rates 
quoted by different banks at the same time for the same 
class of bills. Even for fine bank bills, the margin between 
the highest and lowest rate quoted on the same day is 
occasionally as wide as ? to 1 per cent. This is a serious 
handicap to the development of acceptance business. 
From the point of view of borrowers it is difficult to 
foresee at what rate the bills will be discounted. From 
the point of view of the employment of idle funds in the 
Bill Market, the wide discrepancy and the fluctuation of 
the rates introduce an element of considerable uncer- 
tainty. This is one of the reasons why French banks 
prefer to employ a considerable portion of their liquid 
funds in the London Bill Market or the New York Call 
Money Market rather than in Paris. The absence of 
short-term Treasury Bills is another handicap to the 
development of the Paris market. As the excessive 
amount of floating debt caused considerable difficulties 
to the French Treasury previous to the stabilization of 
the franc, the first step towards financial reconstruction 
was to reduce the floating debt and to eliminate short- 
term bills altogether. At present the shortest security in 
the market is the two years’ “ bon de la défense nationale.” 
As the volume of commercial bills is small, the material 
available is not nearly sufficient for the creation of a good 
market. It will take a number of years for Paris to 
develop a well-organized discount market, in spite of 
her ample financial resources. 

As to the stability of the franc, there is nothing left 
to be desired. In possession of the second largest gold 
reserve in the world, and of a huge foreign exchange 
reserve, the Bank of France is well in a position to 
defend the exchange in any circumstances. The question 
that remains to be answered is whether the freedom of 
the Paris gold market is effective. So long as the franc 
is kept above its gold export point with the aid of the 
foreign exchange reserves of the Bank of France there 
are no means of ascertaining whether, if occasion arises, 
the free efflux of gold would not be handicapped. It 
would be desirable, therefore, if the Bank of France 
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should relax the control of the exchange, which it 
possesses in practice if not in theory, and should allow 
the effectiveness of the gold standard to be tested by 
a gold efflux if opportunity arises. Although there is h 
little doubt that the gold accumulated in Paris would 
be allowed to leave the country if the exchange situation 
were to justify the export, it would inspire confidence if 
this hope were to be confirmed by actual experience. 
This brings us to the fifth of the requisites of an 
international financial market, i.e., confidence abroad. 
Although the franc has been kept absolutely stable since 
the end of 1926, there are still many people who 
remember that three years ago it was subject to fluctua- 
tions, and that it has been stabilized at one-fifth of its 
pre-war value. In spite of this, it may be safely stated 
that there is absolute confidence in the franc. It is 
known that, in ordinary circumstances, France would 
never inflate again any more than this country. The 
only circumstance in which it is possible to imagine d 
another depreciation of the franc is another war similar / 
to that of 1914-18, or some other disaster of first- ; 
rate magnitude. As every other country is exposed : 
to such risk, there is no reason why it should affect F 
confidence toward France. As to confidence abroad 
towards the French Banking system, it leaves nothing to 
be desired. Admittedly, there have been a greater 
number of banking scandals in France during the last 
year or two than in any other country. The firms 
affected are, however, of little or no importance in inter- 
national relations, and their failure, in no matter how 
discreditable circumstances, does not in the least affect 
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the confidence of foreign markets towards the well- ie 
established French banks. In spite of this, it would be g 
highly desirable if, by means of strict legislation and the k 
draconic application of the laws, the undesirable elements | 


could be eliminated from French banking. 
Last, it is of importance that both bankers and the 3 
investing public should possess an international spirit. j 
The comparative absence of such spirit in American 
banks—which are still largely provincial—and in American 
investors—the great majority of whom are still reluctant 
to touch foreign securities—is the main obstacle to the 
progress of New York as an international financial 
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centre. In this respect Paris is in a much more favour- 
able position. Its bankers attach great importance to 
the expansion of their international relations; and if 
they were to develop a stronger spirit of co-operation it 
would considerably help them in their endeavours. As 
to the investing public, before the war it was in the 
habit of taking an interest in foreign securities. Un- 
fortunately, its experience in this respect has not been 
very favourable. As the trend of foreign capital was 
directed before the war to a too great extent to Russia, 
the Balkans, and Central Europe, as a result of the war 
a great part of the savings of the nation has been lost. 
In order to encourage the French rentter to invest abroad, 
in future it will be desirable to pursue a less one-sided 
policy in directing the flow of capital. The reduction of 
the prohibitive taxes on foreign securities is calculated 
to encourage the resumption of foreign issuing activity 
in Paris on a pre-war scale. It is hoped that opportunity 
will be provided to investors to distribute their risk over 
a wider sphere than before the war. 

From the foregoing it may be seen that the inter- 
national position of Paris is a strong one, and that it is 
well on its way to develop into a rival centre. Although 
its financial resources are not comparable, in the long 
run, with those of New York, Paris is, in some respects, 
a more dangerous rival, not only because of its more 
favourable geographical position, but also, as it has not 
nearly the same wide investment opportunities in the 
domestic sphere as New York, it is bound to concentrate 
to a greater extent on international activities. If the 
factors which still handicap its development as an inter- 
national centre, such as its inadequate discount market 
and its deficient spirit of co-operation, could be eliminated 
Paris would undoubtedly become the principal rival of 
London in respect of international banking business. 
Its ambition to rise to the front rank is perfectly legiti- 
mate, and no useful purpose could be served in deceiving 
ourselves as to its chances of success. 

Although, as stated above, the progress of Paris is 
bound to be to some extent detrimental to London, the 
conflict of interests is by no means irreconcilable. Paris 
will always have to work via London with certain parts 
of the world—especially the British Empire and exotic 
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countries whose financial connections with France are 
rather vague, and are likely to remain so. On the other 
hand, London has to work through a continental inter- 
mediary with some parts of Europe with which it is not 
sufficiently acquainted. It is hoped, therefore, that, in 
spite of unavoidable rivalry, a spirit of friendly co- 
operation will be maintained between both centres. 





French Banking 


*“ The adjustment of French banking to the new level 
at which the franc has been stabilized has made con- 
siderable progress since the official stabilization of the 
currency. As prices, wages, profits, etc., are gradually 
adjusting themselves to the new level, the banks have 
had to make adjustments to fall in line with the tendency. 
Their deposits have increased considerably through the 
reconstruction of the savings reduced by the depreciation 
of the exchange. In order to maintain a normal ratio 
between deposits and their own capital—which is regarded 
as very important on the Continent—most banks have 
raised their capital during the last twelve months. The 
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shares were generally issued on bonus terms. Apart 
from the increase of the paid-up capital, most banks 
have increased their authorized capital to a considerable 
extent. The actual amounts of the paid-up capital are, 
in the case of the larger proportion of the banks, far from 
sufficient to meet requirements. Converted into pre-war 
gold francs, they are still considerably inferior to the 
corresponding figures for 1913. The banks did not wish, 
however, to make excessive issue at the present stage, 
as they were anxious to avoid exhausting the absorbing 
capacity of the capital market. It is believed that there 
will be a number of further important capital increases 
within the next few years. 

The net profits of both “ banques de dépéts’”’ and 
“banques d'affaires ’’ showed a considerable increase 
in 1928 as compared with the previous year—this is a 
natural consequence of the process of adjustment referred 
to above. It is supposed that, in the course of the 
current year, most banks registered a further progress. 
Although activity on the Bourse was none too brisk, 
and new issues were also comparatively rare, ordinary 
commercial banking business was quite profitable owing 
to the considerable discrepancy between the bank rate—- 
which determines deposit rates—and the market rate, 
which latter is considerably above the bank rate. The 
banks have also developed a fair amount of acceptance 
business, while their surplus funds were emploved at high 
rates in London and New York. In addition to the 
official sterling deposits, every big commercial bank has 
been lending large amounts in the London market. 

It is expected that the next few years will be equally, 
if not more, profitable for French banks. The settlement 
at The Hague is likely to result in a gradual revival of 
activity on the Bourse, from which the banks will stand 
to benefit considerably. The process of adjustment of 
deposits, etc., is, moreover, likely to continue for some 
time. Again, now that the heavy taxes on new issues 
have been reduced, a revival of issuing activity is con- 
fidently anticipated. Lastly, further reductions in taxa- 
tion, which are likely to take place within the next few 
years, will result in the repatriation of considerable 
amounts of capital held at present abroad. All this is 
likely to assure to French banks a period of prosperity. 
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Some National Provincial Bank 
Interiors 


By Professor C. H. Reilly 


N discussing the details of the interiors of three of 
I the branches of the National Provincial Bank, it is 

necessary to point out that this great bank employs 
one retained architect and an assistant architect who 
do all their ordinary work, but who do nothing else. 
That this is the best plan I am not prepared to say. 
“He knows not England who only England knows” 
might well apply to a limited extent to the designing 
of banks. One would think the imagination would 
get a little tired of, and stale with always attacking 
the same sort of problem. On the other hand, one can 
see that there is probably a gain, for instance, in the 
choosing of sites, in the preparation of sketch drawings 
and estimates, and in all the tentative work that an 
architect has to do for his client when that architect 
is always on the spot and always has a clear vision of 
the bank’s requirements. Anyhow, if one is to judge 
from the three interiors the bank has submitted, the 
system, in practice, does not lead—as might well be 
supposed—to a single stereotyped kind of design. The 
difficulty in these three cases would rather be to believe 
that the same designer had, in each case, complete faith 
in his work—so very different are the types of design 
used. 

Let us take the Norwich interior first. As far as 
one can judge this is a large square apartment well 
worthy of the appellation “ banking hall.” Here, clearly, 
there is an architectural scheme with balanced effects. 
The client, on entering, must feel that he is in a serious 
institution. The photograph suggests a pair of long 
polished granite or marble monolithic columns on all 
four sides of the hall forming a screen to oblong recesses 
beyond them, and with the bank counter on three sides 
of the hall. Between these recesses at the four corners 
are square solid-looking masses which appear to buttress 
the big dome over the central space in an admirable 
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manner. All the lower part, too, of the composition 
is restrained and good. The Corinthian order has been 
used, but used in a seid way without unneces- 
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BANKING HALL OF THE NATIONAL PROVINCIAL 
BANK, NORWICH 


sarily elaborate beams over the columns. The counter 
looks simple and strong, largely because the metal grill 


upon it is not only simple in design but of one height 
throughout. I recommend for the consideration of 
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other directors and bank architects the good effect of 
the fine open floor space in this bank, the long continuous 
lines of the counter and grill, and the elegance of the 


THE MANAGER'S ROOM, NATIONAL PROVINCIAL 

BANK, NORWICH 
simple symmetrical arrangement of the columns. It is 
such simple straightforward things, rather than clever 
trickiness in detail, which make architecture that will 
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satisfy for any length of time. One must confess, 
however, that this Norwich interior in its upper part 
demonstrates this lesson from the opposite point of view. 
The large circular lantern in the ceiling is far too rich 
and complicated for the good restrained work below. 
First of all, the great circular beam in the ceiling, with 
its continuous wreath and enriched mouldings, seems 
to me much too heavv. In the photograph the wreath 
alone appears as thick as the columns. However, the 
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BANKING“HALL OF THE NATIONAL PROVINCIAL BANK, 
CARDIFF DOCKS 

range of vertical windows above this beam is quiet and 
good and in keeping with the room, but when we come 
to the glass skylight itself the scale and character change 
again to something much larger and more ornate. 
One is tempted to think that the hand which has detailed 
this differs from the hand that drew the columns and 
the counter. The manager’s room appears from the 
photograph to be an oval room, very quietly and con- 
sistently detailed, which any bank might be proud to 
possess, 
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The Cardiff Docks branch is quite a different type 
of design, as will be seen from the illustration. The 
manner here may be described as Neo Grec. Two pairs 
of tall Greek Doric columns each support a rich panelled 
strip of ceiling, and between these two parallel strips 


~ 





VIEW OF INTERIOR OF THE NATIONAL PROVINCIAL 
BANK, LUDLOW 


rises a curved skylight, while a flat semicircular piece 
of ceiling, enriched with a chariot and horses, fills in 
an awkwardly curved space which is left over. The 
architect has certainly been brave to attempt to fit 
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such classical elements to an irregular site. He has, 
however, provided a sensible counter, with long un- 
broken lines and level grill above, though the little gilt 
Louis XVI wave enrichment he has introduced into it 
hardly goes with the severity of Greek Doric columns. 
But the same may be said of the curve of the counter 
and the ceiling, the Italian brackets to the windows, and 
several other things. The fact is the Greek Doric Order 
in its purity is as much too simple for most interiors, 
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THE MANAGER’S CONSULTING ROOM, NATIONAL PROVINCIAL 
BANK, LUDLOW 


as the Roman Corinthian in all its enrichments is too 
florid. One has, however, once again to admit the 
cleverness of this design. If it is not a completely 
satisfactory architectural solution of a large and com- 
plicated interior it is a brave attempt at one, while 
the detail shows that a great deal of care and thought 
has been expended upon it. 

The third example is the Ludlow branch, and this 
again is a completely different type of thing. Here the 
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bank has built in that manner out of compliment to 
an old country town with so many interesting timber 
buildings in it, and to preserve affinity with the famous 
“ Feather’s Hotel,’ which is situated directly opposite. 
The bank is to be heartily congratulated on this. To 
get the necessary height for its banking hall has involved 
setting the windows high up from the floor. The effect 
of the solid oak beams and posts of the oak panelling 
and the oak desks to match, with counter a little more 
elaborately panelled, as is proper in a prominent piece 
of furniture, is very pleasing. It is like some old school 
room or chapel and has a quiet, elementary sort of dignity 
suited, I should think, to a savings bank. The manager’s 
room, treated in the same way with Tudor mullioned 
oriel window and Tudor stone fireplace, is equally effective. 
The square of enriched intersecting panelling over the 
latter was no doubt a little too much of a struggle for 
the rest of the room, but the intention here, as in the main 
hall, was excellent. But to build a bank in this semi- 
medizval way seems to me, on the whole, to be a little 
affected. It should be quite possible to build a frankly 
modern building in such a way that it does no harm, 
either in scale or emphasis, to this very lovable old town. 
I remember, for instance, there is a fine old Georgian 
inn in Ludlow which detracts in no way from the earlier 
and better known one called “ The Feathers.’’ Rather 
the two buildings enhance each other’s charms and yet 
live happily together. 





Branches Opened and Closed 


HOME. 


An announcement has been made by Lloyds Bank 
Limited that new branches have been opened at the 
following places :—Ainsdale; Dagenham (sub-office to 
Barking); Highgate Village; Radford (sub-office to 
Coventry); St. Columb Minor (sub-office to Newquay, 
Cornwall); St. Paul’s, Gloucester (sub-office to Glou- 
cester) ; Southwark, S.E.1; and Spondon (sub-office to 
Derby). The sub-office of the bank at Barnt Green is 
now open daily. 
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Table I GOLD HOLDINGS OF CENT 
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Where possible the figures are taken from returns issued for the fim@art of ti 
Excluding a small amount held in the Banking Department. 
Apart from an unascertainable amount of gold not appearing separateljf the re’ 
Up to April 1927 the figures include gold, both “ available ’’ and “ nowfyailable 
June 1928 give the total gold holding in one amount. 
5 Gold and silver holdings, 


Table IIT CREDIT AND CURRENCY 





1 2 
CLEARING BANKS BANK OF ENGLAND ; 
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1 Monthly averages, nine banks. 2 Average of four or five weekly returns. 3 The figures prior to 
amalgamation of note issues (Nov. 22, 1928) are not comparable with those succeeding. (See ‘“‘ A Banker's 
Diary,”’ Dec, 1928 issue.) 4 Total note issue, less notes in Banking Department, and (prior to Nov. 22, 1928) 
less notes in Currency Note Reserve. 
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1 Figures compiled from daily bulletins of the Bank of England. 
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Table vl BRITISH TRAL D 


COAL PIG-IRON STEEL 





pares 2 oe 
Production Production 


1 
Production (ineluding Number of 
Coke) Furnaces in 
Millions of Millions of Blast Thousands of | Thousands of 
Tous Tons Tons Tons 


1926 
JUNE 
JULY 
AUGUST ee 
SEPTEMBER... 


1927 
JUNE 
JULY 
AUGUST. 
SEPTEMBER.. 


1928-29 
JUNE . 
JULY 
AUGUST 
SEPTEMBER. . 
OCTOBER .. 
NOVEMBER .. 
DECEMBER .. 
JANUARY .. 
FEBRUARY .. 
MARCH 
APRIL 

May 

JUNE 

JULY 
AUGUST 


coco 


174 
165 
160 


ie ie ee 


141 
131 
130 
131 
136 
135 
132 
139 
140 
145 
152 
159 655 
165 658 
167 672 
170 682 


WOOHAMASSWSOmMmODD 
COUNTO+ ARO ee 
WwOMrOK MONK Maa 


1 Total for four weeks. 
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1 Daily averages "based on weekly or monthly returns, 2“ « Country ” clearings at “Londen Clearing 
House. *% Up to June 1926 ten clearing houses, thereafter eleven. ‘4 Total clearings (London “Country” 
and Provincial) adjusted, for comparative purposes, by application of Board of Trade index number of wholesale 

prices (1924 = 100). 5 Average of four or five weekly returns. © Reprinted by courtesy of the London 


ina Cambridge Economic Service. 
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Imports 
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the National Federation of Iron and Steel Manufacturers. 


Exports of Exports of Exports of Exports of Exports of 


Exports Imports Exports Yarns Piece Goods ‘ops Wool and Wool and 
Worsted Worsted 

Yarns Tissues 

Thousands £ £ Millions of Millions of Millions Millions Millions o 
of Tons thousands thousands Lbs. Sq. Yds. of Lbs. of Lbs. Sq. Yds. 














231 1,098 3,438 14-4 328-3 2-9 3-6 | 12-6 
244 1,069 4,193 12°4 359-6 2°7 3-6 18-0 
164 884 3,747 12°5 297°9 2-7 3-4 16-5 
160 938 3,470 12°1 311°7 2°8 3-1 12°3 
366 1,371 3,889 17-2 330-1 3°3 4-6 13-6 
390 1,402 3,786 14-0 335-2 3-1 4:4 16-0 
342 1,233 3,886 16°6 362-9 3°8 5-2 17°5 
385 1,309 4,291 15-8 339-0 3-1 4-4 14-4 
366 1,437 5,053 14-4 277°9 3-0 4:5 14-7 
333 461 4,567 11-4 338°6 2-6 4-2 18-0 
370 1,530 4,399 15-8 341°3 2-8 4:9 19-4 
295 1,231 3,688 11-2 298-2 2-3 3-3 12-8 
377 1,488 4,402 15°1 334-0 2-5 4:5 12-7 
399 1,422 4,651 15-4 331-4 2-8 4-1 12-5 
359 1,235 4,499 13-2 290°5 2-5 3:4 12-4 
421 1,627 5,078 16-9 379°3 3-1 3°6 18-6 
330 1,235 4,108 13-°7 326-1 2-5 3-0 14-6 
350 1,444 4,154 13-5 334-0 3-2 3-3 12-1 
340 1,574 4,151 131 349-4 2-4 3-0 9-5 
443 1,802 5,528 16-0 321-4 3-4 4°7 11-3 
307 1,695 3,794 12-3 223-9 2-1 3:4 10-2 
376 1,687 5,066 15-0 355-4 2-2 5-1 17°5 
358 1,728 4,421 15°3 3 2-8 4:9 17°1 








Table VIL COMMODITY PRICES 











UNITED KINGDOM U.S.A. GERMANY FRANCE 
Wholesale 1 | Wholesale | Wholesale} Cost of | Wholesale} Cost of 
Cost of (Depart- | (Re'chs- | Living | (Statis- Living 
Living ment of bord) (Reichs- tique (Statis- 
Board of |“ Statist” | ** Econ- (Ministry Labor | bord) Générale) tique 
Trade omist” of Labour) Générale) 
July 2 1913/14 July 
1913= 100] 1913 = 100 | 1913 = 100 | 1914 = 100] 1926 =. 100 | 1915 = 100 = 100 | 1913 = 100 | 1914 = 100 
1926 
JUNE ee 146°4 146-9 146°8 170 100-5 124-6 140-5 738-4 485 
JULY es 148°7 148-2 148-7 170 99-5 127°4 142-4 838-2 
AUGUST .. 149°8 149-4 151°1 172 99-0 134-0 142°5 769°5 
SEPTEMBER | 150-9 150-6 153°6 174 99°7 134°9 142-0 786-9 539 
1927 
JUNE -- | 141°8 144°8 144°1 166 93-8 137-9 | 147°7 | 622-4 525 
JULY oo | Bans 143-5 144-1 164 94-1 137-6 | 150°0 | 620-5 
AUGUST .. | 140°9 | 144°5 145-1 165 95°2 137-9 | 146-6 | 617-7 
SEPTEMBER | 142-1 142-9 143-4 167 96°5 139-7 147°1 600-4 507 
1928-29 
JUNE -- | 142°6 | 144-2 144-5 165 97°6 141°3 | 151-4 | 626-0 519 
JULY os | S4R°3 141°5 141-9 165 98-3 141°6 | 152-6 | 623-8 
AvausT .. | 139°3 | 138°8 139°4 165 98-9 141-5 | 153-5 | 617-0 
SEPTEMBER | 137°6 | 137-4 137°5 166 100-1 139°9 | 152-3 | 619°9 519 
OcTOBER.. | 137°9 | 137-4 136°9 167 97°8 140-1 | 152-1 | 617-0 
NOVEMBER | 137°9 | 138-7 136-9 168 96-7 140-3 | 152°3 | 625-7 . 
DECEMBER | 138°3 | 138-7 136-5 167 96°7 139-9 | 152-7 | 623°8 531 
JANUARY.. | 138°3 | 137°6 136-1 165 97-2 138-9 | 153-1 630-6 
FEBRUARY 138-4 | 141°3 137°3 166 96-7 139-3 | 154-4 | 633-5 
MARCH .. | 140-1 141-8 138-1 162 97°5 139-6 | 156-5 | 639-4 547 
APRIL ee 138-8 137-1 135-0 161 96°8 137-1 153-6 626-7 
May -. | 135°8 132-9 131°5 160 95°8 135-5 | 153-5 | 622-8 
JUNE -- | 135°6 | 133-0 131°7 161 96-4 135-1 153-4 | 610-0 556 
JULY ee 137-4 135-4 134°6 163 98-0 137-8 154°4 613°0 
AUGUST .. 135°8 134-0 134°5 164 138-1 | 154-0 | 596-5 


1 The indices, which are for the 1st of the month, are entered for the previous month to 
facilitate comparison. 

2 The average for 1926 on the old base (1913 = 100) was 151-1, but the two sets of indices 
are not strictly comparable. 
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Books 


In this section attention is called to books which have a special interest 
for bankers. 


















A CENTURY OF BANKING. By R. H. Mottram. 

































Tuis is an attractive reprint of the article by Mr. Mottram which 
appeared in THE BANKER of March 1929, commemorating the centenary 
of a famous Lancashire bank. 


UNEMPLOYMENT AND PURCHASING PowER. By P. W. Martin. Pp. viii+ 85. 
(P. S. King and Son, Ltd. 4s. 6d.) 


THE author tells us that this is a short statement of the main 
arguments and conclusions of a more detailed study to be published 
later. As the title indicates, he believes there is an intimate correlation H 
between the volume of unemployment and the volume of purchasing ra 
power in the control of the community. Thus, in the author’s words : 
“The main conclusion to which the preceding pages lead is that 
unemployment, on the scale that we have known it during the last 
eight years, is not inevitable. Such unemployment comes in large part 
from deficient purchasing power; and we have the means of making 
good this deficiency without giving use to inflation ” (p. 81). 

The major causes operating in post-war years to restrict the supply 
of purchasing power unduly are found to be three, viz.: (1) The 
necessity of making additions to working capital required to provide 
working capital to give employment to 3} million demobilized men ; 
(2) the decline in the price-level caused huge stocks of goods to be 
thrown on the market with which the available purchasing power was ' 
not adequate to cope; (3) the great efflux of purchasing power in i 
1921-23. 

Unlike some publications, which have from time to time been 
issued, tracing unemployment entirely to one fundamental—and usually 
entirely obvious—cause, and which for this very reason must be held 
suspect, Mr. Martin’s book may merit reading for the sake of the 
argument. This is not too clear at times, and it is patently extreme, 
but there are points in it which may bear further scrutiny. 








CapITAL, THE MONEY MARKET, AND GoLp. By L. D. Epie. Pp. 53. (University 
of Chicago School of Commerce and Administration. 2s. 3d.) 


Tus volume is issued by the School of Commerce of the University 
of Chicago, and it is part of a series of studies which are published 
quarterly. It is written by the Professor of Finance, and contains a 
supporting Preface by the President of the American Bankers’ Associa- 
tion. Its theme is to discuss the desirability or otherwise of a policy 
designed to curb the granting of speculative credit in America; and it 
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is argued that this will not provide a complete solution, as “many of 
the root problems would still remain.” 

This discussion, compressed into fifty-three pages—an excellent 
corrective to the present-day American tendency to over-elaboration— 
shows how admirably economic theory not only can be, but must 
become, the handmaiden of monetary practice. A reading of it may 
be unreservedly recommended to all students of this problem. 


BANKERS AND THE PROPERTY STATUTES OF 1925 AND 1926. By R. W. JONEs. 
Pp. 182. (Pitman.) 

THE passing of the recent Agricultural Credits Act has given a new 
importance to a thorough and accurate knowledge of the law as it 
affects land as a security for bank advances. This alone merits the 
appearance of books designed to deal with this topic. 

The need is enhanced as a result of the changes made in the law 
in 1925 and 1926. At the best great caution is needed when lending 
on land, and the intricacies of the special procedure necessary need to 
be cleared up as far as possible. Mr. Jones has written with especial 
regard for the position of the average bank manager, and has made 
an orderly survey of the topic. This is assisted, besides the arrange- 
ment of the matter itself, by sectional headings and cross-references : 
while the thoroughness with which the work is done combines to 
make a useful little book. 





INTERNATIONAL INDUSTRY AND THE YOUNG PLAN. By Lorp MELCHETT, 
Pp. 23. (London General Press. 2s.) 


Tus small pamphlet is based on a speech which Lord Melchett 
delivered to the Congress held by the International Chamber of 
Commerce at Amsterdam a little while ago. 

It is not designed to be a comprehensive or detailed examination 
of the Young Plan itself, but instead opportunity is taken to give 
a considered view of fundamentals which are not only observed in the 
scheme, but which must govern its operation throughout the term of 
its life. Progressive, as always, Lord Melchett has taken an early 
opportunity to show approval of the measure, and also to stress the 
need—from the point of view of an effective resuscitation of inter- 
national trading intercourse—of a less equivocal reception of it than 
might otherwise obtain. The demonstration of approval is assisted 
considerably by the examination, in the third section of the pamphlet, 
of feasible economic solutions of the reparations problem. It is shown, 
for example, that the borrowing undertaken by Germany during the 
operation of the Dawes scheme cannot be continued indefinitely, but 
must be substituted by some more permanent device. 

The last section is devoted to the proposal concerning the Bank for 
International Settlements. Here the author does little more than 
show that it will gain considerably from being a commercial, and not 
a political organization; but again his affirmative attitude is welcome, 
and his abstinence from detailed comment as wise as it is necessary at 
the present stage of the process of discussion. 
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England’s Trade with South 
America 


Remedies that Lie at Home 
By W. E. Wells 


N view of the very considerable importance of the 
I South American markets to the export trade of Great 

Britain, there can be no question that the visit to 
Argentina and Brazil of the British Economic Mission, 
headed by Lord d’Abernon, is an event of considerable 
moment. Undoubtedly, conditions in those markets 
have undergone drastic changes since pre-war days, and 
probably nowhere else in the world is there forthcoming 
from other manufacturing nations such consistent and 
active competition with British trading interests. The 
actual terms of reference of the Mission are to consider 
the relations, industrial, commercial, and financial, of 
Great Britain with both Argentina and Brazil, with a view 
to their development in the general interest, and the 
delegates arrived at the scene of their inquiry well- 
armed with the considered views of those leading British 
financial and commercial interests who are most com- 
petent to afford expert guidance in the matters at issue. 

The factors operating to restrict British trade with 
South America, as indeed with all overseas markets, 
fall naturally into two main categories. In the first 
category may be reckoned those which arise in the markets 
themselves; and in the second those resulting from 
conditions in Great Britain. Presumably, it is with the 
former that the Mission is primarily concerned in its 
investigations, and, reviewing these briefly, the main 
problem to be examined is the growth of competition 
from other manufacturing nations, which has assumed 
ever-growing intensity since the close of the war. 
British exporters now have to cope with an extremely 
keen and comprehensive selling campaign on the part 
of competitors from the United States, Germany, Italy, 
and other countries, a campaign which—especially in 
the case of the first-named country—is based upon 
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ready adaptability to the requirements of customers as 
well as the creation of a demand for new goods. More- 
over, it is conducted in accordance with the most modern 
methods of propaganda. Whilst many British traders 
appear to be awakening to the necessity of conducting 
an equally comprehensive and energetic sales campaign 
by means of fully experienced salesmen conversant with 
the language of the countries and adequate propaganda, 
it is a regrettable fact that systematic publicity on 
behalf of British interests is comparatively negligible in 
many South American markets. The lack, for instance, 
of British cinema films of first-class quality and of British 
Press Agency services is in marked contrast to North 
American activities in this direction. Incidentally, it 
may be pointed out that the whole of Latin America 
uses metric standards; any country similarly equipped 
has therefore an initial advantage in trading relations. It 
is obvious that an international basis for quotations 
necessarily facilitates commercial intercourse, whilst 
adherence to an isolated and complicated system operates 
equally to retard trade; but at the moment it is sufficient 
to emphasize the vital importance of manufacturers 
quoting in the standards with which prospective overseas 
buyers are normally familiar. 

There are also two further factors originating in 
Argentina and Brazil themselves which retard their 
overseas trade, not only with Great Britain, but also with 
other countries. These are, firstly, the inequitable laws 
of bankruptcy, and, secondly—in the case of Brazil—- 
the indefinite currency position, side by side with the lack 
of a consistent economic policy pursued independently 
of changes of Government. Included in the first category 
of hindrances to trade there must also be reckoned the 
competition now forthcoming from local manufacturing 
industries. These have undergone remarkable develop- 
ment in many Latin American countries in recent years 
—so much so, indeed, that some import markets have 
almost entirely disappeared, although this is perhaps 
counterbalanced to a certain extent by a new demand 
for other manufactures, such as equipment for factories, 
electrical goods, etc. The latter consideration emphasizes 
the necessity for British exporters to pay the closest and 
most consistent attention to the variations in the 
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requirements of the South American markets. This 
growth of industrial life in countries formerly dependent 
upon the outside world for supplies of manufactured 
goods—which in the course of things is accompanied by 
the erection of protective tariff barriers—is an inevitable 
development which will undoubtedly tend to become 
more emphasized in the future. 

The above-mentioned considerations are, of course, 
already well known to the present British Mission, and 
their subsequent recommendations will be awaited with 
the greatest interest. It may, however, be permissible to 
suggest that the second category of hindrances to trade, 
i.e., those arising from present conditions in Great Britain, 
is fundamentally of even greater importance, and should 
therefore be the object of national scrutiny to at least 
the same extent as the factors operating abroad. Many 
considerations at home, such as trade union regulations, 
wages and hours of labour, are of a politico-economic 
nature, and obviously cannot be discussed within the 
limits of the present article. Other adverse factors—for 
which the remedies are more easily apparent—are heavy 
cable and postal charges and high freight rates, which, 
however, come directly within the orbit of either Govern- 
ment departments or operating companies. 

But probably the most formidable obstacle is the 
heavy burden of State taxation in Great Britain. This, 
admittedly, is no new criticism; nor, as practical minds 
in industrial and commercial circles will be the first to 
affirm, is there any lack of justification for the contention. 
Experience lends the best emphasis to fact, and, in this 
case, the light of practical experience during the past 
decade has revealed that a re-adjustment of the rigid 
burden of taxation in certain directions might exert so 
beneficial an effect upon British trade as to more than 
compensate for any immediate loss of national revenue. 
An example in support of this is provided by the heavy 
stamp duty of 2 per cent. upon capital issues in the 
English market. Events during the past few years, and 
especially the economic penetration of the United States 
into Latin America, largely by means of the financing of 
the loan requirements of various Republics there, 
have emphasized only too obviously the truism that trade 
veers inevitably towards the source of such loans. 
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On the basis of recent estimates, Great Britain has 
invested in Argentina at the present time sums repre- 
senting the heavy aggregate of £404,000,000 sterling, 
and in Brazil £280,000,000. Of the total invested in 
Argentina, it is estimated that British capital in railway 
companies aggregates {260,000,000, in Government, 
provincial and municipal stocks 60,000,000, and in 
banking, insurance, and other industries {£84,000,000. 
The total of United States investments in Argentina is 
calculated at the equivalent of {100,000,000 sterling, 
but the enormous expansion therein is shown by the fact 
that in 1912 the figure was only £8,000,000. It is signi- 
ficant that Argentina has remained out of the London 
market for loan purposes since the war, and the tendency 
has been for the Republic, in common with other Latin- 
American borrowers, to cover her loan requirements in 
New York. In passing, it is worth emphasizing that 
most of the loans obtained in the United States have 
been for refunding purposes or the extinction of floating 
debt; while they have certainly been of advantage in 
bettering the financial situation of the borrowers, there- 
fore, the funds so remitted have not influenced the 
progress of the country to such an extent as money 
spent, for example, by the British railways in Argentina. 
With regard to Brazil, it is estimated that of the total 
British investments therein of some {280,000,000 sterling, 
about £140,000,000 is placed in Federal, State and 
Municipal loans, and approximately the same sum in 
industrial and other investments. American investments 
in Brazil are calculated at £86,000,000, and, here again, 
there has been a remarkable advance over the figure 
of only £10,000,000 estimated for I19g12. 

Admittedly, the situation of the money market in 
New York, vis-a-vis that in London, has been a factor 
influencing the direction of borrowing. With the United 
States fully alive to the close relation between trade 
development and the granting of financial accommodation, 
however, it may at least be suggested that the question of 
the remission or reduction of the stamp duty on loans in 
the London market merits the closest study, especially 
where a loan to a foreign borrower might be definitely 
expected to result in an increase in British trade. Even 
when full recognition is given to the vital necessity of 











112 THE BANKER 





maintaining British national revenue in existing circum- 
stances, it cannot be gainsaid that there are frequent 
occasions when the wisdom of uncompromisingly exacting 
a tax which tends to drive the urgently-required 
customers from our manufacturing counters might well 
be called in question. 

A striking contrast which points significantly enough 
the inevitable relation of cause to effect is afforded in the 
case of the United States, where the rates and incidence 
of taxation are so much less onerous than is the case in 
Great Britain. Apart from a substantially lower scale 
of taxation and certain important exemptions in the 
case of securities, a notable feature as compared with 
this country is that interest on the bank deposits of 
non-resident foreigners is totally exempt from taxation. 
At the present time, especially when so many other 
factors are operating in favour of the New York money 
market, the disadvantages suffered by the London market 
through taxation of such interest become even more 
apparent. It is an established fact that important 
foreign deposits are withheld from London banks entirely 
on account of what the foreigner regards as unfair and 
unreasonable taxation. There undoubtedly arises there- 
from a considerable loss of support to the British financial 
markets, with all that this implies in relation to cheaper 
money, and assistance to trade and the exchange value of 
sterling. Moreover, the heavy death duties payable by 
executors of foreigners dying abroad who were possessed 
of deposits or investments in Great Britain, are so incom- 
prehensible to the foreigner that they undoubtedly give 
rise to irritation and criticism. 

The present British taxation of dividends has 
discouraged the foreigner from investing in British 
companies, and, at the present time certainly, only those 
foreigners submit to income and super-tax who are, from 
various circumstances, compelled to do so. Admittedly, 
there is much to be said for such discouragement in 
certain directions, especially where an organized attempt 
is made to secure control of a British company, and, in 
this connection, various British public utility companies 
operating in Argentina have recently taken steps to 
prevent the purchase of their shares having this result. 
Nevertheless, such schemes have purposely, and very 
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properly, reserved full privileges to Argentine nationals, 
and the point to be emphasized is that, in the broader 
interests of our foreign trade, there may be a happy mean 
as regards both the proportion and nationality of such 
foreign shareholders. Probably it is within the experi- 
ence of most English companies that each advance in our 
standard rate of income tax has resulted in a decline in 
the number of foreign holders of their shares. Certainly, 
the virtual exclusion by taxation of nationals of a country 
where a British company operates is bound to result in 
a lack of sympathy with the operations of the company 
in question. With the present marked “ nationalistic ”’ 
tendency in so many of our markets abroad, it would 
appear that there is everything to be gained by British 
companies having the sympathetic support of a reasonable 
moiety of shareholders in the sphere of their foreign 
operations. Foreign investors invariably bring trade, 
and increase the demand for British goods, since they have 
a direct interest in the different concerns in which their 
money is invested. 

It would, therefore, appear to be essential that 
official investigation should be made as to whether 
the amount which would be lost to this country were 
foreign depositors and investors granted some relief 
in respect to income tax, super-tax, and death duties 
might not be outweighed by the advantages which 
would accrue therefrom. It may be added that our 
present taxation system is an undoubted influence 
in the movement for some British companies to transfer 
the actual control of their affairs to local Boards at 
other centres abroad where the fiscal regime is less 
onerous, as a result of which orders for machinery, etc., 
which otherwise would be placed in this country, go 
to foreign manufacturers. No advantage can possibly 
accrue to the British Government from _— such 
circumstances, when not only are tax receipts lost 
to the country, but business is definitely driven abroad. 
Reference has already been made to the growth of 
local manufacturing industries in South America, and 
the threatened loss involved to Great Britain of valuable 
export markets is a factor which it is impossible to 
ignore or treat lightly; for it must be stressed that 
diminishing demand consequent upon the development 
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of local sources of supply implies the establishment of 
permanent conditions which will increasingly tend to 
alter irrevocably the whole basis of trade in the markets 
concerned. Such conditions will also inevitably affect 
the investment of capital in South America. The 
foundations of South American progress were laid 
mainly by British capital and enterprise, which have 
since held a pre-eminent place in the record of develop- 
ment in that Continent. It would therefore be only 
natural if British capital were to support and foster 
the growth there of manufacturing industries, which 
would have everything to gain by the co-operation of 
large British industrial enterprises experienced in modern 
rationalized methods. A timely recognition of these 
tendencies should lead to the adoption of a vigorous 
policy in British trade circles, assisted by a wise and 
sympathetic fiscal attitude on the part of the British 
authorities. Meanwhile, there is already apparent a 
definite movement on the part of foreign companies, 
including British, to establish separate locally-registered 
companies in their former export markets in South 
America. 

The value of such Missions as that at present visiting 
South America is undoubted, and is amply demonstrated 
in the results already obtained by Lord d’Abernon 
and his colleagues. The view may be taken, however, 
that any comprehensive research into the problem of 
recovering British export trade must primarily embody 
a thorough investigation of other factors within our 
own internal economic fabric which operate to the 
detriment of our commercial interests. It is fully realized 
that changes in the directions above indicated might 
mean the remodelling of at least an important part of 
the national taxation accounts, but, on the other hand, 
the problem of maintaining our vital export trade has 
reached a pitch of such supreme importance as would 
appear to justify the trouble and labour involved in an 
official investigation, however detailed and far-reaching 
this might be. 
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State Finances 
By Dr. Eligio Ayala 


(Minister of Finance) 


HE Budget, which is prepared by the Executive 
Power and voted on by both Chambers in Congress, 
is the best indication of the condition of the State 
finances. For several years now the preparation of the 
estimates has been conducted with a view to achieving a 
sound financial administration. They are compiled each 
year with care and foresight, and must be agreed to by a 
unanimous vote. The realization of this last point— 
unanimity—is the most important. Should exceptional 
circumstances require extra expenditure, this requires 
to be sanctioned by special laws. 

Each year, in accordance with constitutional law, 
the Executive Power submits to Congress an account of 
the expenditure, this being subjected to double control 
by means of a carefully devised system of auditing. 

The prior control is exercised by the Director-General 
of the Treasury and his agents. No expenditure is 
authorized unless it figures in the estimates, or has been 
allowed by special law and the necessary credit available. 

The secondary control is carried out by the Accounts 
Tribunal, which forms part of the Judicial Power. The 
Tribunal checks each item of expenditure as regards its 
legality, its conformity with a definite credit, and its 
arithmetical accuracy. Obviously this system is in- 
herently sound. Since the year 1926 the financial year 
has been arranged to commence on the first of September. 

One of the earnest desires of the various Governments 
holding office in recent years has been, and continues 
to be, to succeed in balancing the budget. More import- 
ant and to the point, this desire has been crowned with 
success, aS expenditure has not only balanced with 
income but at times has been actually below it. During 
the last two or three financial years, therefore, it has 
been possible to obtain a surplus. 
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The following statement illustrates the excellent 
financial position of the State in the last five years. The 
moneys spent were obtained from actual income without 
fiscal issues or loans and also without the levying of extra 
rates or taxes, 








EXPENDITURE FOR THE YEARS 1923-1924 TO 1927-1928. 
(in $ paper.) 





















































































| 1923- 1924- 1925- 1926— 1g2 Totals 
Account. 1924. 1925. 1926. 1927. Ig2 8. $ paper. 
(o0o0’s omitted.) 
Staff . . — 55345 78,705 86,665 88,158 | 308,933 
Material (administra- 
tive expenses) ... — 72,847| 80,508] 81,346] 95,182 | 329,883 
Public Debt... jaa —- 37,342 | 27,401 27,254 | 25,113 | 117,110 
Public Works and 
Repairs ... eas — 1,882 8,128 8,921 10,588 29,519 
Pensions ror ia — 4,848 | 5,166 5,380 5,482 20,876 
Expropriations ste — | 3,250 3,528 1,634 359 8,771 
Machinery for Road 
Construction eee —_— | —_ 739 1,235 987 2,901 
Bridges and Roads... — 7OI 1,472 3,151 3,813 9,137 
Development of Agri- 4 
culture... — 26 235 300 410 971 : 
Addition to Conver- 
sion Fund... ses — — — 2,042 | 14,808] 16,850 
Surplus 1923-24 to 
1927-28 ... ae — — 27,090 | 50,262] 45,679 | 123,022 
Totals ... ant 143,303 a 241 | 233,032 | 268,190 | 290,570 | 968,033 
Expenditure made on 
account of previous 
year eee ses 24,723 2,209 11,589 357 17,322 | 31,477 
| 
a eects : ‘ ses 
Total payments 168,026 | 178,450 | 244,621 | 268,547 | 307,892 | 999,510 
CONSOLIDATED PUBLIC DEBT. 

Annual 
amortization 
and interest 

service. 

; $ Paper. $ Paper. 
London loan (£8,611,204) .. -. 183,479,512°20 12,800,044-00 
Argentine National Bank Loan ‘A 2,422,642°68 484,528 +96 
1915 Consolidated 6% Loan .  83,256,268-50 7,122,415-30 
Banco Germanico de la America del 
Sud .. a . e .. 18,748,400:00  2,000,000-00 
Loan under Law 1021 ms «+ 34,000,000°00 3,000,000°00 








Total ha ma -+ 321,906,823°39 25,406,988-26 
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The Foreign Exchange Office 
(Oficina de Cambios) 
By D. Justo P. Benitez 


(President) 


however, has not yet been coined and which 

exists only as a unit of account. It must be 
a gold coin of 1-6129 grammes, approximately nine- 
tenths fine—or say 1I-45161 grammes pure gold, in 
accordance with the Law of July 14, 1885. The 
Paraguayan gold peso is, therefore, equal in value to the 
Argentine gold peso. 

It may be said that the monetary history of Paraguay 
is the same as that of all Spanish America. First, metallic 
circulation, then guaranteed note issues, and finally 
inconvertible paper currency. 

Various kinds of standards having been tried, the 
gold. exchange standard was ultimately approved of; 
this being the system now in force. 

With the object of controlling the money market the 
““ Oficina de Cambios’ was established on January 28, 
1916, the functions of this office being (a) to buy and sell 
gold, (b) to issue, cancel and convert notes. 

The Office may buy and sell gold, and is authorized to 
effect gold deposits abroad to meet bills. 

Its organic functions were made more complete by 
Law No. 550 of October 25, 1923, which authorized the 
Office to issue paper currency notes in exchange for gold 
at the actual rate fixed by it. In the same manner the 
Foreign Exchange Office is authorized to exchange gold 
for paper currency notes at the rate of issue fixed by that 
law, for anyone requiring such exchange. The notes 
thus redeemed do not return to circulation unless against 
gold payments. This law is the necessary complement 
of the stabilization of the exchange rate of 4,261 paper 
pesos for each 100 gold pesos, made in 1923. 

At first the incomes earmarked were those arising 
from export duties on ox hides and “ yerba mate” 


1* 


‘Tvs national monetary unit is the gold peso which, 
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(Paraguayan tea), together with those originating under a 
clause in Article 13 of the law mentioned, which runs : 

From the date of coming into force of this law, the export of ox 
hides, tobacco, yerba and tannin will be subject to the following 
regulations :— 

In addition to the established duties, the exporter will deliver to 
the Office, gold coin or bills, not above go days usance, as approved by 
the Office, up to an amount equal to 25 per cent. of the current value of 
the said articles in the market, and will receive in exchange paper 
currency at the selling rate of the Office with a rebate of not more than 


4 per cent. 
The actual position of the Foreign Exchange Office is 
shown by the following figures :— 


In the Treasury— $ 
Paper currency .»  41,676,538.62 
Gold __... ne iis 260,680.04 


In Banks in England, New York, Montevideo and Buenos 
Atres— 


$ 
In Argentine currency 793,441.10 


In gold... Nid ae 2,449,886.95 


The funds of the National Government, amounting 
to $314,527.09 gold, must be deducted from the total, 
leaving a balance of $2,745,153.98 gold. 

On August 14 the note issue amounted to 
$211,125,017.00 paper, and the cash circulation to 
$5,604,505.00. 

The fiduciary issue is therefore guaranteed by the 
Office to the extent of 55.41 per cent. of the total. 

The Office is administered by a Board of Directors 
composed of a President, three directors, and a manager 
who are appointed yearly by the Executive Power by 
agreement with the National Senate. Its balance sheets 
are sent to the Executive Power, and an account of its 
expenditure is given to the Accounts Tribunal. 

Besides the buying and selling of foreign currencies 
and drafts, the Office also undertakes the payment of 
interest on the External National Debt to the bond- 
holders in London, and carries out those Treasury 
operations involving the use of foreign currencies. 

Such are the general functions which the Oficina de 
Cambios carries out. 
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Public Works of Paraguay 


HE Public Works are carried out under the supervision of the 
National Public Works Department. This institution is divided into 
the following sections: Architecture, Surveying, Roads and Bridges, 

Navigation and Harbours, Mechanics and Mines. The last-named is, as yet, 
established in law only. 


The Department was reformed during the last government of Dr. Eligio 
Ayala (1925-1928), who invited several distinguished engineers to study and 
work out a modern scheme of technical and economic development for the 
country. This is gradually being carried out, but cannot be brought to a 
successful issue owing to the absence of permanent funds. The Government, 
however, is giving its utmost attention to the transport problem. There are 
six principal river ports, all provided with timber quays. One of them, Pilar, 
has a pontoon. The best port on all the Parana and Paraguay rivers will be 
the port of Asuncion, the construction of which is actually proceeding apace. 


Port of Asuncion. 


A contract has been entered into with the Asuncién Port Concession Cor- 
poration. The first section will be ready in October 1929, giving 160 lineal 
metres (525 feet) for immediate use. The administration will be in the com- 
pany’s hands for the first eleven years, after which time it will be transferred 
to the Paraguayan Government. 


The harbour will consist of 560 lineal metres (1,850 feet) of reinforced 
concrete quays on pile foundations, pile heads being united by Vierendeel ribs 
Two passenger landings will be constructed on different levels. 


Three warehouses (reinforced concrete shell, brick filling, metal roof), each 
66 X 33 metres (108 x 216 feet), railway lines—up to 1,900 lineal metres 
(6,230 feet), electric light and canals are all to be provided. 


The course of an adjoining rivulet at the back of the port will be 
regularized, and dredging of the harbour and of the access canals will be done. 
There will be ten quay cranes of 3-5 tons, and one of 20 tons. All water supply 
and power station plants and administration buildings will be included. 


The total cost of these works will be 2,500,000 dollars. 
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PUBLIC WORKS OF PARAGUAY—continued. 








The technical details are as follows : ] 
1.—Dredging .. ei - .. 180,000 m* 
2.—Embankment of new w ground “a - .. 400,000 m* 
3.—Area of harbour territory - - .. 17,000 m?® | ‘ 
4.—Buildings and warehouses -- 36,000 m* 
5.—Number of reinforced concrete piles, each 15 to | , 
24 metres long . . oe eo se 1,020 pieces 
6.—Reinforced concrete construction wa ai 4,000 m® approx. ; 
( 
Railways. 


Although this country was one of the first in South America to have a 
railway line, its progress has been very slow. The only large concern, the 
Ferro-Carril Central Paraguayo, having a normal gauge of 4 ft. 8} inches, which 
unites Paraguay to Argentina, needs much improvement to be called satisfactory. 
All other railways, as enumerated in the following list, have a narrow gauge, 
and are only of local importance, 


THE LENGTH AND GAUGE OF THE RAILWAY LINES OF PARAGUAY. 


Gauge in Kilo- 
A.—EASTERN PART: metres. metres. 


1.—Asuncioén—Encarnacion—Pacu cué (ferry-boat) 
(the international communication to Ar- 





gentina—direct to Buenos Aires) .. ~ 375 
2.—Borja—Charara—Estacién Tacuara (a private 

secondary line from Borga of the F.C.C.P.) 0°750 95 
3.—Azucarera Paraguaya (private second line from 

Tebicuary with terminus in Alonzo-cué) .. 1-000 35 


4.—Carmen del Parana—Colonia Fram (Christofer- 

sen) (private second line from Carmen del 

Parana of the F.C.C.P., still in construction) 0-600 ready 30 
5.—Puerto Ybapobo. . ia = ir -. 0*750 36 
6.—Concepcion—Horqueta .. ws ae -. 1000 43 








Eastern Part—Total 614 








B.—IN THE CHACO: 


1.—Puerto Casado (with secondary lines) -  0°750 195 
2.—Puerto Sastre... “s s oe -.  0°750 37 
3.—Puerto Guarany .. ws “ oa ..  0*750 45 
4.—Palmas Chicas .. ie --  0*750 95 
5.—Puerto Pinasco (River Plate Co. ) +s ~+  0°750 100 


In the Chaco—Total 472 
Total railway lines in Paraguay =1,086 km, a 


N.B.—The secondary lines are all private, and do not belong to the Ferro- 
Carril Central Paraguayo (F.C.C.P.). 
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PUBLIC WORKS OF PARAGUAY—continued. 


Roads. 


These are of the most primitive type, so that there are many localities 
completely cut off during the sub-tropical heavy rains. 


The length of all the roads has been calculated by the Public Works 
Department to be 5,950 km., but if they were to be classified into highways 
and secondary roads, 1,800 km. should be considered as principal highways, 
to be constructed without delay in order to hasten the country’s economic 


development, 


Several bridges will be one of the first important items in the road con- 
struction programme. The photograph shows one of those projected, on the 


Tebicuary river, having a span of 410 metres. 


| em PUENTE & ACERO DULCE 
sobre ef RIO TEBICUARY ' 
en ef CAMINO «ffx CAPUTAL Ze VILLA. ENCARNACION 


SANO-AG08TO UR 1927 EN LA PRESIDENCIA BEL DE ELiGiO axes. 





PROJECTED BRIDGE OVER THE TEBICUARY RIVER 


During the years 1926-1929 some of the roads in the district around the 
capital have been re-made, some forms of macadam having been satisfactorily 
tried. For the first time, reinforced concrete bridges have been built, one of 
which has a span of 40 metres, or 130 feet. The increasing growth of motor 
traffic calls for the urgent reconstruction of the principal roads to give a 
protected surface and proper drainage. The materials for the macadam and 
concrete are easily obtainable, and a loca! hydraulic lime factory is to be 


transformed into a cement works. 


Questions such as sanitation, water supply, street pavements, are dealt 
with in the capital by the Asunciédn municipality. The present Lord Mayor 
(Pedro Bruno Guggiari), is a very able and distinguished engineer, whose 
active interest in these vital problems has already shown itself and has also 


attracted the attention of foreign capitalists. 
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The Banks of Paraguay 


An Historical Note 

N accordance with the liberal spirit contained in the 
I National Constitution of 1870, banking in Paraguay 

is free of State interference. 

Under the protection of that constitution, three 
private issuing banks were established between the years 
1870 and 1880. These banks were “ El Nacional del 
Paraguay,” “‘ El Banco del Comercio,” and the “ Banco 
del Paraguay y Rio de la Plata.” 

In 1890, the first-named bank found itself in difficulties, 
and was unable to convert its notes, and suspended 
operations—first for sixty days, afterwards for two 
months, and lastly for two years. The moratorium 
was also extended to the other banks. 

In 1892, confronted with the difficulties of converting 
these notes, the State took all these over on its own 
account and declared them to be iegal currency, while 
the banks went into liquidation, and in 1907, the 
formation of a State Bank was authorized with the name 
of ‘“‘ Banco de la Republica,’ having the right to issue 
notes. 

This bank, having a capital of $4,000,000, acquired 
all the assets and liabilities of the ‘‘ Banco Paraguayo,”’ 
established in 1905. The “ Banco de la Republica ”’ did 
not use its right to issue notes and operated as a purely 
commercial bank, so that since 1892 there has been no 
bank of issue in the Republic. 

At the present time, in addition to the “ Banco de 
la Republica,’ the following banks operate in the 
country :—‘‘ El Banco Mercantil del Paraguay,” “ El 
Banco de Credito Comercial,’ ‘‘ El Banco Constructor,” 
and also branches of the Bank of London and South 
America, and Banco Germanico de la America del Sur. 

What the Republic now requires, above all else, is a 
Mortgage Credit Bank, and it is to be hoped that this will 
be established before long. 


“ce 


RODOLFO RITTER. 























Banco de la Republica 


FOUNDED JUNE 30, 1908. 


CAPITAL. 


GOLD $4,000,000 subscribed and held by private shareholders. 
GOLD $2,000,000 subscribed by the National Government. 





GOLD $6,000,000 


The Banco de la Republica undertook the completion of the 
CONVERSION, and for this purpose the CONVERSION FUNDS were 


deposited with it. 


The authorized issue was :— 


At 30th June, 1908 .. sg me .. $35,000,000 
At 30th June, 1928 $171,959,061.00 
By Law 550 40,138,376.77 
* pone $212,097,437 +77 





In 1914 the statutes of the Bank were changed, the 
Government withdrawing the Conversion Funds which amounted 


to— 
Gold $1,508,684 .33 


The Bank undertakes all kinds of banking operations. 
London Correspondents: Comptoir National d’Escompte de 


Paris. 





ASUNCION, PARAGUAY. 

























Banco Agricola del 


C 
Paraguay 
P 
(Paraguayan State Bank) 
I 


| Ceoenennt in the year 1887, it is the only banking 
institution dedicated to the agricultural, cattle-raising 


and industrial development of the Republic. 


It has a capital of $20,000,000 paper, the initial capital 
having been only $200,000 paper. 


It is managed by a Council (‘‘ Agricultura e Industrias ”’) 
composed of five members appointed by the Executive Power. 
The Administration is in the hands of a CHAIRMAN and 
VICE-CHAIRMAN, together with the necessary technical 
staff. 


The Bank carries out the following functions :— 





DEPARTMENT OF AGRICULTURE. 





This includes Agricultural propaganda, with experimental 
farms, laboratories for the study of plant diseases, distribution 
of seeds, agricultural implements, fertilizers, disinfectants, 
etc. 











[Advt.] 
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BANCO AGRICOLA DEL PARAGUAY —continued. 


CATTLE-RAISING. 


Offices and Experts for the protection of the industry are 


provided. 


INDUSTRIAL DEVELOPMENT. 


New industries are tested, and their produce—either raw 


material or manufactured—is exported. 


COMMERCIAL DEPARTMENT. 


This imports agricultural tools, industrial machinery, seeds 
and all kinds of necessary goods for sale to the agriculturists, 


stock farmers and industrialists. 


BANKING SECTION. 


This undertakes the granting of credits—agricultural, 
industrial and commercial. It receives deposits, and under- 
takes all kinds of banking operations within the Republic and 


abroad. 


BRANCHES AND AGENCIES, 


It possesses six branches and ninety agencies in the 


Republic and correspondents abroad. 


The Head Office, in the Capital, is situated in Calle 


Pte. Franco, No. 166, Asuncién, Paraguay. 





[A dvt.] 
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Paraguay’s Foreign Trade 
By N. Baez-Allende 


HE following table of the foreign trade of Paraguay 
during the last decade gives an idea of the absorbent 
capacity of the country as a market, and of its 
productive capacity as an economic unit. The table 
further shows a favourable trade balance for most of 
the years given, and the decrease in some of them in 
relation to others is mainly due to intervening factors 
in the normal trade development of the country, some 
of which were unavoidable, such as long and consecutive 
droughts, and others were consequent. upon political 
disturbances. But the figures for the first half of the 
current year are indicative, despite adverse conditions, 
of the relative economic vitality and trade activities 
generally of the country. 

















Year. Imports. Exports. Total. Trade Balance. 
“ee Tee f f 
1919 3,167,194 | 3,588,297 | 6,755,185 + 421,103 
1920 2,623,701 3,037,116 5,660,817 + 413,415 
1921 1,671,784 1,863,344 3,535,128 + 191,560 
1922 1,136,958 1,929,177 3,116,135 + 792,219 
1923 1,714,244 2,494,311 4,208,555 + 780,067 
1924 2,473,059 | 2,488,106 | 4,961,165 + 15,047 
1925 3,530,559 | 3,133,235 | 6,663,794 | — 397,324 
1926 2,441,056 | 3,099,500 | 5,540,556 + 658,444 
1927 2,395,553 | 2,856,408 | 5,251,961 + 460,855 
1928 2,861,023 3,177,241 6,038,264 + 316,218 
1929 1,196,078 | 1,345,550 | 2,541,628 + 149,472 
(first half) 





In fact, since December of last year, when the frontier 
incidents in the Chaco Boreal took place, the future of 
Paraguay has been and continues in the balance, with 
the attendant uncertainty and anxiety. But Paraguay 
is hopefully expectant of justice being done in the end, 
and having sown the seeds of progress in different 
directions, and resumed the regular service of her 
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financial obligations in a manner satisfactory to her 
creditors (British investors), she asks for nothing more 
than simply to be left in peace to work out her own 
salvation. 

On the other hand, it should be stated that the foreign 
trade of Paraguay is greatly handicapped by the lack 
of an adequate national transport service—one of her 
greatest economic problems—added to which is her 
disadvantageous geographical position. As it is, her 
foreign trade suffers chiefly from excessive freight charges 
by the absence of competition, particularly in the 
existing river goods traffic, which absorbs almost entirely 
the import and export freightage of the country. 
However, in 1926 these charges were appreciably lightened 
(in so far as trade between Great Britain and Paraguay 
is concerned), thanks to the successful representations 
made at the request of the writer by the Department of 
Overseas Trade to certain British shipping companies 
using River Plate ports to re-issue through Bills of 
Lading to Asuncién. The immediate effect was the 
saving of fully one-third of the regular charges due pre- 
sumably to the insignificant trade done between Great 
Britain and Paraguay before, during and immediately 
after the War. 

One of the peculiar features of the foreign trade of 
Paraguay is that, year after year, Argentina heads the 
list of countries with which Paraguay trades regularly ; 
the corresponding figures both for imports and exports 
being out of all proportion as compared with the rest. 
The following table for the last quinquennium is illu- 
minating, although only the volume of trade with three 
great manufacturing countries is stated :— 




















IMPORTS 
Year. U.K. iS. Germany. Argentina. 
£ £ £ £ 
1924 360,463 149,820 380,945 694,242 
1925 428,502 269,306 508,579 895,304 
1926 215,504 255,114 335,504 819,892 
1927 274,812 229,343 262,87% 1,237,319 
1928 325,896 289,355 331,456 1,102,998 
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EXPORTS 





Lg pots ge | oe 
1924 6,238 168,236 | 2,417 | 1,227,006 
1925 | 36,017 18,185 | 42,682 | 2,458,933 
1926 21,379 230,390 42,641 | 2,391,485 
1927 | = 46,727 17,567 | 97,314 | 2,415,870 
1928 5,177 12,090 | 45,399 2,802,083 


As regards trade with Britain, since the opening of 
a branch of the Bank of London and South America in 
Asuncién, British trade with Paraguay has improved 
considerably. It would improve more still if only 
British manufacturers would take more seriously the 
recommendations as to actual trade conditions in, and 
requirements of, South American markets generally. For 
instance, the very important question of adequate 
direct and loyal representation in Paraguay, in face of 
a competition becoming every year more intense and 
relentless, is one to which British supplying firms 
should devote serious attention. 











THE POLISH _ Azucarera Paraguaya, S.A. 
HANDBOOK | | apis. e60.000 


Debentures . £34,000 
Reserves . . £22,735 


A Guide to the Country Estates: 5,000 sq. hectares. 
and Resources of the 35 Kilometres narrow gauge Railway. 
Republic of Poland Depots of sugar and raw spirit. 








(Subsidiary Company) 


10/6 PosT FREE S.A. Rural Industrial Comercial 


Capital . . £30,000 


Estates: 10,000 sq. hectares. 
Order from : Soap and Oil Factories at Trinidad, 





F.C.C.P. 


The Editor, The Polish Handbook, 


47a Portland Place, London, Head Office for both Companies : 
W. 1 Wilson 175, Asuncion, Paraguay. 

















